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Packaged unit substations 
mean packaged expansion 
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LOAD GROWTH demands more flexibility in electric utility sys- 
tems today than ever before. Using factory-built unit substations, 
you can add needed capacity to your system easily and in pre- 
determined blocks—by simply adding individual feeders to existing 
substations or duplicates of units already serving your load. This 
flexibility permits you to tie specific investment to specific load 
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Frogress Is Our Most Important Product 
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THE COMFORT AND CONVENIENCE OF | - 
GAS FOR THE 7 BIG HOUSEHOLD SERVICE@” 


Suppliers to the Gas Industry Build a Brighter Future for Themselves and for 
their Customers. 

These 13 Manufacturers supplying equipment to the Gas Industry sell more Gas 
to homeowners by investing in national advertising in The Saturday Evening Post, 
New Homes Guide and Home Modernizing. 
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American Cast Iron Pipe Co. © Rockwell Manufacturing Co. 
American Meter Co. M. B. Skinner Co. 
Bastian-Blessing Co. Sprague Meter Co. 


Cleveland Trencher Co. Superior Meter Co. 
Subsidiary of Neptune Meter Co 


ic 7 wa YU Cc Dresser Industries, Inc. U.S. Pipe and Foundry Co. 


Fisher Governor Co. 
Vulcan Rubber Products 
b otte r fo fi E. F. Griffiths Co. . Ges of ti onl Inc. 


the F b I Gg GEM appliance price tags, sold for only $10 
per thousand, tell and sell on the display floor. 
household 
See Playhouse 90 on CBS-TV. 


eervices 4 








GEM National advertisements like these 


SELL MORE GAS FOR YOU 











ALL YEAR 'ROUND COMFORT WITH 


{ GAS 


DEPENDABLE AIR CONDITIONING 
- € AND HOME HEATING 


No wonder 8 out of 10 new home builders 
choose Gas for home heating and more and 3 

more home buyers and home modernizers are “ - 

installing Gas air conditioning. Gas is s i: , 7 

clean it eile Talacseating ets are ditit 4 DO THE BIG HOUSEHOLD 
so automatic and carefree you don't have % 

ri cadet the fuel. And Gas ipa ecorienical, : SERVICES AUTOMATICALLY 
too — costs less to buy, less to install, and i 
less to operate year after year. 3 WITH 


Ask your Gas company, heating and plumbing 
contractor, or your appliance dealer how 

little it cdsts to enjoy year "round comfort in 
your home with Gas air conditioning and 
automatic home heating 


IF YOU LIVE BEYOND THE GAS MAINS 
ENJOY THE CONVENIENCE OF LP GAS 


Foods anean burn even when you forest them 


ns turn themselves 
big smo! ta barbeque broilers and easy to 
clean griddles yn new and exciting dishes 
easy to prepare in the new 1958 “ matchless” 
automatic built. -in and free standi: 
ranges. Weeks of supplies of frozen foods 


keep safe in Aa styled all-new 

Gas refrigerators. And you save money, too, 

because new automatic gas appliances cost 
less to run and are guaranteed to give 


long years of trouble-free service without ic 7 
costly repairs. ways 


a 
(BOTTLE OR TANK) FOR ALL 7 OF 
THE BIG HOUSEHOLD SERVICES. v 


See the eho styled new automatic gas ij 
water h . air conditioner, heating unit, OH, Or for 





incinerator, clothes dryer, range and refrig- 


erator at your gas company or nearest dealer th ra) 7 bi 


showroom. You'll want to modernize. now, 


IF YOU LIVE BEYOND THE GAS MAINS hor G 
ENJOY THE CONVENIENCE OF LP GAS J ehold 
(BOTTLE OR TANK) FOR ALL 7 OF 


THE BIG HOUSEHOLD SERVICES. Servicec 





ll: sppliers are needed... Dividends for every gas utility 

)pa icipate in the GEM program for pro- Gas utilities are making the GEM advertising 
in present profits and insuring future program even more effective by using GEM 

as | dustry growth. To do your share, ask promotional materials. 

y ( 3M sponsor or write Gas Equipment oe 

: Free ad mats are available for publishing these 

ani ‘acturers Group, c/o Gas Appliance advertisements in local newspapers. 


fan’ acturers Association, 60 East 42nd 
tree New York 17, N. Y., for information Free reprints of these advertisements enhance 
bou' »articipation in Gas Industry progress. direct mail campaigns. 


Published as a Service to the Gas Industry 


AMERICAN’: 


METER COMPANY 


INCORPORATED (ESTABLISHED 1836) 





A this issue is distributed the members 
of the American Gas Association and 
their guests will be meeting at the fortieth 
annual convention of the gas industry’s 
association at Atlantic City, October 13th 
to 15th, inclusive. Following our usual 
custom, we have brought together in this 
special issue matters we deem of particu- 
lar interest to our readers and friends in 
the gas utility industry. 


LEADING off this issue is a message €x- 
clusively prepared for PuBLic UTILITIES 
FORTNIGHTLY by the president of the 
American Gas Association, Roserr W. 
Orto, chairman of the board of the La- 
clede Gas Company of St. Louis. JUDGE 
Orro came to the gas utility business from 
a background in legal practice and in the 
judiciary. He began his law practice in 
Kansas City and was twice elected prose- 
cuting attorney in Franklin county, Mis- 
souri. He was the youngest man ever to 
be elected attorney general in Missouri, 
and was appointed to the Missouri supreme 
court. He joined Laclede in 1932 as legal 
counsel and became its president in 1947. 
He was elected chairman of the board in 
1956. His article in this magazine elabo- 
rates on the theme of the American Gas 
Association convention this year, which 


JEROME K. KUYKENDALL 


ROBERT W. OTTO 
stresses the role the gas industry is des- 
tined to play in building a greater America. 


* * * * 


J EROME K. KUYKENDALL, whose article 
on “Current FPC Problems in Gas 


Regulation” begins on page 609, was born 
in Pomeroy, Washington, in 1907, In 1919 
his family moved to Olympia. He gradu- 
ated from the University of Washington 
Law School (LLB) in 1932 and practiced 
law in Seattle until 1941. At that time he 
was appointed assistant attorney general 
for the state of Washington. He served 
as a Lieutenant in the Navy during World 
War II and returned to private practice in 
Olympia in 1946. He accepted appointment 
as a member of the Washington Public 
Service Commission in 1951 and was 
designated chairman of that board. He wis 
first appointed to the Federal Power Com- 
mission by President Eisenhower in 195. 
and was also designated chairman. He 
now serving his second term at that pos 
for which he was confirmed by the Senatz 
last August. 


It will be noted that the article in ths 
issue by CHAIRMAN KUYKENDALL stress¢ 5 
the gas regulatory problems of the Pacifi: 
Northwest. This area is probably the lat 
great natural gas market region to ke 
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P.G. and E. 
will run gas services 





to more than 


50,000 


new customers this year! 





PACIFIC GAS AND ELECTRIC COMPANY 


PAGES WITH THE EDITORS (Continued) 


reached by the transcontinental pipelines 
in the United States. CHAIRMAN Kuy- 
KENDALL’s emphasis on this section of our 
country may be explained by the fact that 
his article is, in substance, a restatement 
of an address he originally delivered be- 
fore the Mountain-Pacific States Confer- 
ence of Public Service Commissioners last 
June in Portland, Oregon. Hence the at- 
tention which he gives in particular to nat- 
ural gas operations as they affect the 
Mountain-Pacific states. 


HARLES H. FRAzIER, whose article on 

the relation of the cost of service to 
rate making for gas producers begins on 
page 616, has been connected with the util- 
ity industry for thirty years. Most of those 
years, however, have been spent in the 
vicinity of Philadelphia, notably with the 
old United Gas Improvement Company. 
Mr. FRAZIER is now executive engineer of 
the Philadelphia Gas Works, which is a 
division of United Gas Improvement. His 
duties have made him active in proceedings 
before the FPC in both certificate and 
pipeline rate cases. More recently he has 
been active in producer cases. MR. FRAZIER 
was secretary of the Council of Local Gas 
Companies during the debate on the Har- 
ris-Fulbright Bill, and he was active in 
the formation of the Gas Distributors’ In- 
formation Service, which succeeded the 
earlier council. He makes his home in Phil- 
adelphia. He is a graduate of Haverford 
College (’24) and Harvard Engineering 
School (’26). 


© Harris & Ewing 
G. T. KELLOGG 


© Fabian Bachrach 
CHARLES H. FRAZIER 


— writer and public rele- 
tions man, G. T. (TED) KELLOG:., 


whose article begins on page 629, is a 
member of the staff of the Air-Condition- 
ing and Refrigeration Institute. That is 
the trade association of the air-condition- 
ing industry. Mr. KELLoGG’s background 
is chiefly in journalism. He came to Wash- 
ington in 1930 as a reporter for the Ewve- 


ning Star, and has been Washington cor- 
respondent for trade magazines in several 
fields. He has attended Sioux Falls Col- 
lege in South Dakota and George Wash- 
ington University in the nation’s capital. 


* * K * 


W: introduce a new feature in this issue 

which we believe will be of special 
interest not only to our readers in the gas 
utility field but in other utility industries 
as well. It is a collection of statements by 
a large number of gas utility company 
presidents and other top-level officials, re- 
flecting what the gas companies are doing 
and planning. It was developed by the 
editorial staff of PusLic UTivittes Fort- 
NIGHTLY for this special gas issue. It 1 
based on an inquiry sent to the various ga; 
utility company executives regarding thei’ 
construction and promotion plans, both fo 
the current year and for the year ahead 


THE next number of this magazine wil 
be out November 6th. 


Ii Odin 
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... because we've got what it takes 

Here in Indiana, we’ve got the right “‘climate”’ for strong, healthy growth— 
61 cities and towns each with a sound and diverse agricultural-industrial 
economy. Here we serve approximately 105,000 natural gas customers. 


... because we give what it takes 


Good service is our watchword—in practice as well as in principle. 
And we’re ever on the outlook for ways to make our service even better. 


...tt pays off 
In the 13 years since our organization, customers have increased 75% 
and operating revenues are up 368%. 


Yes, we’re doing fine—and with what we’ve got and what we give, 
we are sure our strong, healthy growth will continue. 


We’re proud of our contribution to the growth of the GAS industry 
and sincerely wish for the American Gas Association a most successful 
and helpful Convention. 


WE KEEP TELLING OUR 


INDIANA GAS & WATER COMPANY, INC. 





Coming IN THE NEXT ISSU: 


(November 6, 1958) 
* 


SOME NEW FACTS AND IDEAS ON UTILITY FINANCING 


Public utility bonds can only be a satisfactory medium for the preservation of proper 
values created by savings if the interest rates are sufficient to offset the loss throuc 
the erosion of principal due to inflation, plus the payment of taxes on that interes 
plus some real net return. Fergus J. McDiarmid, a vice president of Lincoln Nation 
Life Insurance Company, has given careful consideration to the real problem facin 
public utility companies in raising necessary capital to take care of plant expansio 
Notwithstanding an almost perfect record for paying interest, public utility bonds a1 
losing favor. This author concludes that public utilities must adjust bond financing } 
meet the requirements of the institutional bond market which remains to them. 


UTILITY EXECUTIVES’ COMPENSATION orec ast 


The data for this article were based on an annual executive compensation survey pre hese 1 
pared by McKinsey & Company, Inc., management consultants, from sources such 4 oward 
annual reports, proxy statements, information on file with the SEC, etc. The generé 

report, covering over 18 major industries and 600 of the country's top companies, wa 

published in the September-October issue of Harvard Business Review. But Lawrenc: 

S. Munson of the McKinsey firm, one of the specialists working on this data, has mad: 

an analytical study of compensation of public utility executives of a number of repre 

sentative companies. The resulting comparisons are clearly, graphically, and objec 

tively set forth in suitable text and charts. 


THE TRANSIT COUPON—REDEMPTION PLAN 


Last spring something new was added in the area of promotional advertising and mer 
chandising of commercial mass products. It was the combination of premium coupon: 
redeemable in subway rides. The double goal was to assist the New York city subway: 
to retrieve diminishing rapid transit patronage by offering an inducement which would 
also promote the sale of soap powder and detergent products distributed by a well 
known commercial firm in that field. Despite its whimsical aspects, the plan had some 
sound economic basis meriting further consideration by the hard-pressed transit in 
dustry. William J. McKenna, assistant professor of economics at Temple University, 
Philadelphia, Pennsylvania, has written an account of these strange partners in the 
advertising world which are now linked up on a ‘free ride” basis to a commercial com 
munity of interest. 


eithe: 


plea sei 


UTILITY ADDRESSES BEFORE THE PUBLIC UTILITY LAW SECTION, 
AMERICAN BAR ASSOCIATION—APPENDIX 


Important addresses on developments during the past year as well as current and future 
oroblems in the field of regulatory law were delivered before the annual meetings of 
the Public Utility Law Section, held in Los Angeles August 25th and 26th contem- 
poraneously with the national convention of the American Bar Association. Following 
the custom of this publication for some years, the full text of these papers covering a 
wide range of subjects including gas, electric, telephone, atomic energy, and problem: 
of special interest to the railroad industry, will be reprinted in the November 6th issue 


of PUBLIC UTILITIES FORTNIGHTLY. 
* 


Al SO .... Special financial news, digests, and interpretations of court and com- 
mission decisions, general news happenings, reviews, Washington 
gossip, and other features of interest to public utility regulators, com- 
panies, executives, financial experts, employees, investors, and others. 
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0). TINUING monthly billing analyses pro- 
Huce’ by the “One-Step” Method* provide — 
omplete, accurately documented data on past 
nnd present operations, plus a sound base for 
orecasting future ones. Having data in depth on 
hese important factors is indeed a long step 
oward securing better rates, because they pre- 
sent to COmmissions unassailable facts which 
elp to justify the granting of rate increases. In 
he 20 years we have served utility companies 

& S analyses have figured prominently in 
undreds of rate cases—commissions know and 
espect the validity of our work, a plus factor 
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n your favor. 


Using the “One-Step” Method is simplicity 
tself, because all the work is done in our office, 
either your personnel nor equipment are re- 
quired. Cost-conscious utility executives will be 
pleased with the modest cost of our service; less 
nf.ct than preparation by their own staffs, and 


; ; *The “One-Step” Method, ex- 
uction of data is much faster. P 


clusive with R & S, is made 
possible by this machine of 
our invention. 


SABE ony 
Cakes sure 


we 
> 


We would like to send you a copy of our 
let fully describing the “One-Step” Method 


ll Analysis—a request to Dept. P will bring 
copy. 
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“There never was in the world two opinions alike.” 
—MonTAIGNE 





ROWLAND R. HUGHES “In encouraging economic growth, the government 
Former Director, Bureau of should act on the basis of enabling private activity t 
the Budget. expand and not on a basis of replacing private witl , 
public activity.” 
¥ 
V 
EDITORIAL STATEMENT “A scientist is not made with a subsidy. If he ha: 
Los Angeles Times. the will to be one, the subsidy may help thereafter 
but he can’t be bought in advance—for science or for is «4 
any other discipline.” 
ba . 
th of E 
LEONARD D. WHITE “If present trends in federal-state relations continu 
Former professor of public for another quarter-century, the states may be left hol bi 
administration, University of low shells, operating primarily as the field districts of rd tha 
Chicago. federal departments and dependent upon the federal 
‘ treasury for their support.” . 


* 


HERBERT BRUCKER “To be sure in a cold war, only less than in a hot war, 
Editor, The Hartford Courant. it is sometimes necessary to censor. But today we censor 
too much, We censor the information necessary to an 
informed public, Still more, we censor ideas. And to 
the extent that we do, we are in the most literal sense 
un-American.” hities tc 

¥ 









Henry C. ALEXANDER “The immediate problem right now is not inflation, and fo 
Chairman, J. P. Morgan & Co. but deflation. Too many people are fighting the wrong 
battle today—they have the guns trained on inflation 
while the enemy is in the other direction. A tax remis- assure 
sion which stimulates recovery may generate enough 
additional taxable income to offset the lower rate.” 


* 


bonalle 


M.S. RUKEYSER “Instead of thinking up new ‘free rides’ for the in- cting 
Columnist. dolent at the expense of the thrifty, the time may indeed 
be here for restoring the rewards and incentives in- 
tended under the American competitive system based 
on individual merit. This could be implemented by in- 
creasing the ‘take-home’ pay of productive, self-sup- 
porting citizens by reducing their tax liabilities to gov- 
ernment.” 
* i 


ARTHUR F. BuRNS “A period of general prosperity presents a challenge 
Former chairman, Council of to an intelligent citizenry... . As everyone knows, the 
Economic Advisers. response to this challenge has often been inadequate in 

the past. Time and again, in our own country and other 

nations, monetary inflation or business depression has 

disrupted economic life and brought hardships to people. 

.. . We must recognize, however, that in an economy 

like ours, poised on a high plateau, neither the threat 

of inflation nor of recession can ever be very distant.” 
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bhted father! He’s checking the rapid growth of his 
g off. vring. And he “‘pops a button” when he thinks of 
wn cc utributions to their physical and mental growth. 
lis «qually proud as it reflects upon the tremendous 
thof Eastern Pennsylvania — and its contributions 

id that growth. Knowing that the GAS line is the 

ine to scores of industries and thousands of homes 

his rapidly expanding area, UGI has made huge 

stments in plant, service and distribution 

lities to keep pace with the increasing 

and for this clean, safe, economical fuel. 

assurance of an adequate supply of GAS at 

onalle rates has also been a major factor in 

acti:g new industries to this area. m Now, with 

gre: ‘est capacity in its history, UGI looks to the 

ROWTH of the communities it serves with 


astern Pennsylvania’s outstanding fuel value. 


- UNITED GAS IMPROVEMENT COMPANY 
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bLifelines of the nation / 


P laying a dynamic role in the economy 
of our nation, the investor-owned Utility 
Industry continues to expand its life- 
lines of service. Not only meeting the 
needs of today’s consumers, but prepar- 
ing also for an atomic age, Utilities are 
faced with enormous capital expansion 
requirements. 


To assist in the many financial complexi- 
ties accompanying this growth, Irving 
specialists are ready with new and sound 
approaches. Our Analytical Studies, 
Seminars, and Round Tables, may bring 
added vitality to your capital planning, 
financing, or cultivation of the financial 
community. 


For more information, call Public Utilities Department at DIgby 43500 
or write us at One Wall Street 


IRVING TRUST COMPANY 


One Wall Street, New York 15, N.Y. 


Capital Funds over $130,000,000 


Ricuarp H. West, Chairman of the Board 


Total Assets over $1,600,000,000 


Grorce A. Murpny, President 


Public Utilities Department —Joun fF. Cuitps, Vice President in Charge 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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ROA RANGE OF SERVICES FOR THE GAS INDUSTRY . . . CONSULTING ENGINEERING... 


OSI. CONTROL ...DESIGN AND CONSTRUCTION... FINANCIAL AND BUSINESS STUDIES... 


| 


“a AND PUBLIC RELATIONS .. . SPACE PLANNING . 


“a 


3h 5a = 


SYSTEMS, METHODS AND “m9 . VALUATION AND APPRAISAL . 











oe cONsTRUC, 


Bc: plete outline of the services Ebasco offers, send for ‘The Inside Story 
tai : Help.” Address Ebasco Services Incorporated, Dept. W., Two Rector 
tt,’ w York 6, N. Y. 











Again in 1957 NEW Records 
for Public Service GAS 


For the eighth nomeuuiite year, the demand for Public Service 
gas continued to increase. The total send-out of gas in 1957 
exceeded that of the previous year by 7 per cent. A record 
day's send-out of 4,256,245 therms occurred on January 15. 
Public Service will continue to work towards establishing new 


and greater records in gas sales in the years to come. 
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New Dodge Tradesman—a pick-up with side lockers. 


Here’s what a leading automotive magazine 
reports about fuel economy— 
in the 3 low-priced trucks 


way to compare products is to test them 
'y. That’s exactly what a leading auto- 
\ agazine’s test drivers did with all three 
pick-up trucks. The results are revealed 
issue. One important result was that the 
, even with its extra power, gave better 
> than the other two V-8’s tested. 


ome of the statements reported in this 
bout the Dodge Power Giant pick-up: 


sonomy! The magazine reports on over- 
age, “‘In spite of the lowest gear, 4.11, 
rgest displacement engine, the Dodge 
e the most miserly, averaging 13.5 mpg.” 


ay leaders of the low-priced 33 i BX @) BY e| = [-_ 


First in payload! The article says, “All test 
drivers agreed that the Dodge was the best equipped 
of the three when it came to carrying a good load.” 


First in power! The magazine states, “. . . the 
Dodge had quite a hill climbing advantage over the 
other trucks.” 


First in styling! No mention of styling was made 
in the magazine’s report, since it was a performance 
test. We’ll leave that comparison to you—confident 
that you’ll rate Dodge number one. 


Make your own test of the four-way leader of the 
low-priced three, at your Dodge dealer’s. Do it soon, 
and get his special 40th-Anniversary deal! 











1 wish we had more time 
and personnel to prepare Design and Consulting 
for this rate case! Engineering Services 
‘ Pioneer has specialized in 
omens , z designing power plants for 
56 years. It offers design 


Your staff is overloaded now. ; & service for fossil fuel, hydro 
e . and atomic plants. It will also 


Call in the specialists and | § assist in forecasting load 


let them carry the peak load. : growth, in site selection, in 
purchasing and expediting 


HOW ABOUT PIONEER? . of equipment and in su- 
pervising construction. 
Pioneer's other services in- 
clude substation, transmis- 
sion and distribution studies 
and design. 








Services in Regulatory 
Matters 
Pioneer offers its services 
in all phases of Federal, 
State and Local regulation 
including the rate base, 
depreciation analysis, cost 
of service studies, market 
analysis, certificate pro- 
ceedings and rate of return. 
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Corporate Services 
Pioneer's services in corpo- 
rate matters include business 
and management engineer- 
ing advice, financial, ac- 
counting and tax counsel and 
insurance and pension plans 
and programming. It oper- 
ates a stock transfer and 
dividend disbursement serv- 
ice and maintains stock 
ledgers when desired. 





¢ 
re 
NEW! 
On your letterhead, 
write for 40-page 
booklet, ‘Pioneering 
j New Horizons in 
[ Power.’’ Describes, 
: 3 “ waill illustrates Pioneer’: 
' : ‘ : engineering services 
} 2 . = and corporate serv 
8) 2 —— = ices, from financing t: 
Fd ' operation. 
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Pioneer Service 
GIVE YOUR NON-ROUTINE + | &Engineering Co. 
OPERATIONS TO PIONEER! : 231 South La Salle Street 


Chicago 4, Illinois 
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Colorado River crossing 
at Topock of 


New energy eae 
spans the 
Colorado... 





"WVorcward again through another hollow highway flow 


added supplies of Natural Gas — linking resources half a 


continent away with Southern California. It will deliver to 
industry the energy to melt, forge, and treat almost every 
object of metal we touch or use in modern living. It will warm 
new homes and dry more clothes. It will cook the dinner 

and refrigerate the food and heat more water. 

All at the setting of a dial! 


SOUTHERN CALIFORNIA GAS COMPANY 


SOUTHERN COUNTIES GAS COMPANY 
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~-E CONTROLLED CIRCULATION TWIN-FURNACE BOILER 
Controlled circulation units of the twin or divided furnace type have amply demonstrated their 
suitability for high-pressure, high-capacity requirements. 





verwhelming preference 
rottle pressure range 


well over half of all the 2400-lb capacity ordered to 
date by American utilities. 

Another significant aspect of present American prac- 
tice in this pressure area is the recognition of the C-E 
Controlled Circulation Boiler as the design best suited 
to use of the 2400-Ib cycle. The extent of this recogni- 
tion may be judged from the fact that 30 of the 33 
units listed are of this design. The other 3 are C-E 


rs have seen a marked trend toward the use 

)-lb throttle pressure, and indications are 

il be the prevailing pressure for units in the 
-.p class for some time to come. 

towing list of C-E Boilers installed, under 

n or on order, reveals the extent of Combus- 

) clence in the design, manufacture and oper- 

2400-lb boilers. The total electric generating 


of these boilers (6,592,000 kw) accounts for 
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Sulzer Monotube Steam Generators. 





NO. OF STEAM CAPACITY—kw 
COMPANY STATION UNITS TEMP. F TOTAL 

Central Hudson Gas & Electric Corp. | Danskammer | 2 BUcl=roya tere) 250,000 — 
Cincinnati Gas & Electric Co. Beckjord 1 1055/1005 156,250 
Cincinnati Gas & Electric Co. “Miamifort 1 1055/1005 156,250 

Cleveland Electric Illuminating Co. Eastlake 1 1050/1050 187,500 
Cleveland Electric Illuminating Co. Ashtabula 1 1050/1050 225,000 
Consumers Power Co. Dan E. Karn 1 1050/1050 20100) 0)0) 
Consumers Power Co. Port Sheldon 2 1050/1000 to] 0101 0[0/0) 
Dayton Power & Light Co. Melis 2 1050/1000 75010 0)0)6) 
Detroit Edison Co. St- Clair 1 1050/1000 S40 010/6) 
Duke Power Co. Allen 2 1050/1000 330,000 
Duke Power Co. Allen 2 1050/1000 oho] 0800/6) 
Duke Power Co. Lee 1 1050/1000 165,000 
Metropolitan Edison Co. meladr-lare 1 1050/1050 165,000 
Niagara-Mohawk Power Corp. Huntley 2 1050 1000 zTelenelele) 
Niagara-Mohawk Power Corp. Dunkirk 2 1050/1000 400,000 
- Pennsylvania Electric Co. Shawville 2 1050, 1000 330,000 
Pennsylvania Power & Light Co. Brunner Island 1 1005 1005 Rielenelele) 
Philadelphia Electric Co. Schuylkill 1 1050. 1000 1 Aonelele) 
ise) Co] gat lou oA [-101 dd (oll 0)", -1 am OLon Dickerson 2 1Tekolo rn telele) y010H0]0]0) 
YoU) dam Or-1 ae) i ]a- Mam = -101 da (om <M CT-|- OLoy McMeekin 2 1050 1000 740) 0h 0)0)0) 
Tennessee Valley Authority Widows Creek ] 1053 1003 01016 0/6 )0) 
Virginia Electric & Power Co. Chesterfield 1 1000 1000 Tow snelele) 
Virginia Electric & Power Co. Possum Point 1 sTolele vm kelele) 7A0|0n010)0) 








*The above list covers American utilities only. Abroad, too, the C-E Controlled Circulation 
Boiler has achieved a predominant position for 2400-Ilb applications, evidenced by orders 
placed with C-E or its licensees for 21 units with an aggregate capacity of 5,270,000 kw. 


COMBUSTION ENGINEERING [J 


C-181 


Combustion Engineering Building ® 200 Madison Avenue, New York 16, N. Y. 


M GENERATING, FUEL BURNING AND RE 





ENRICO FERMI ATOMIC POWER PLANT 


100,000 Kw Capacity 
Under Construction Near Monroe, Michigan 
by 
POWER REACTOR DEVELOPMENT COMPANY 
and 
THE DETROIT EDISON COMPANY 


COMMONWEALTH ASSOCIATES INC. 
Architect-Engineer for the Reactor Plant 





COMMONWEALTH SERVICES INC. 


New York, N. Y. Jackson, Mich. Washington, D.C. Houston, Tex 


390 PARK AVENUE, NEW YORK 22, NEW YORK 
COMMONWEALTH ASSOCIATES INC. 
JACKSON, MICHIGAN 


The Commonwealth Professional Engineering Organization 




















Standing tall against the horizon, these 
Southwestern skyscrapers symbolize the 
contributions of the natural gas industry to 
the ease and comfort of modern living. 
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After 29 years of public service in the 
Southwest, Southern Union Gas Company 
today supplies natural gas to over 300,000 
customers... domestic, commercial and in- 
dustrial ... in 67 towns and cities in Texas, 
New Mexico, Colorado and Arizona, with a 

. population in excess of one million people. 
Serving an area now on the threshold of its 
greatest development, Southern Union has 
grown with the Southwest...and has 
helped the Southwest to grow .. . by provid- 
ing dependable, convenient, economical 
natural gas service. 


Southeral} Union Gas 


C. H. ZACHRY, President Headquarters: DALLAS, TEXAS 
















































NOW AVAILABLE! 
umiTeD epition: PROCEEDINGS 
3 I957 CONVENTION 


> AT MEMPHIS, TENNESSEE | 


4 NATIONAL ASSOCIATION OF RAILROAD 
AND UTILITIES COMMISSIONERS 



















THIS edition contains valuable material on the 
subject of regulation of rates and services of 
public utilities and transportation companies 
including the following: 












‘ai . , Thurs 
Rates of Public Utilities and Transportation Agencies, Depreciation, Valuation, Railroad 
Passenger Deficit and Regulation of Public Utilities, Panel discussions on the subjects g e 
of “Current Trends in Airline Regulation,” “Current Surface Transportation Problems,” ae - 






and "Nuclear Energy in the Electric Industry.” 
Price $10.00 — 644 Pages 
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OTHER PUBLICATIONS OF THE ASSOCIATION 


1957—Uniform System of Accounts for Water Utilities 
For the purpose of applying the 1957 Revised System of Accounts for Water Utilities 
prescribed by State Commissions, the new editions have been printed in three (3) 









volumes: Monc 
Class A & B — 128 pages 
Accounts for utilities having annual water operating revenues of $250,000 or more.... $4.50 merican S¢ 






begins natic 


Class C — 100 pages 
Accounts for utilities having annual water operating revenues of $50,000 or more and 
Se NNER Ce Si ech sce Oonc.g S cact ess Nabe MRORU OE WaG seeds OO 3.50 
Class D — 64 pages 
Accounts for utilities having annual water operating revenues of less than $50,000.... 2.00 





bosttion 
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Local Service Telephone Rates (Revised 1957) 
An excellent compilation of rates prepared by NARUC Subcommittee on "exchange rates" 
for all exchanges of Bell System, the rates of cities of 50,000 population or more for Bell and 
Independent exchanges, and tabulation of above exchanges which had ten cent coin tele- 
oN ep TM |) An er 2.00 











Frid 










Telephone Separations Manual (Revised 1957) 


Includes the 1952 addendum, the so-called Charleston Plan and the 1956 addendum, the 
eS NT INS NEE oo he oases 5 sk 6 wa KEN EE NE RN MG Ce DRE See aeds 2.00 
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Depreciation: 


1943—1944 Reports of Committee on Depreciation. A comprehensive and complete analysis 
of the problems of depreciation on public utility regulation. 326 pages, paper bound.. 4.50 













1946—Methods of Pricing Retirements from Group Property Accounts.................. 1.25 
1948—Letter Symbols for Mathematics of Depreciation....................00cceeeeeeee 1.00 
1948—Half Cycle Methods of Estimating Service Life.................00 0c cece ceeeeees 1.00 a 
1950—Remaining Life Basis of Accounting for Depreciation......................00005. 50 ; 
1955—Report of Committee on Depreciation (Discussion of Liberalized Depreciation under Cue: 
SONNININ SRAIUIDNTIES UU ST NE ooo 5 coos os oo ns os Se RAS eee Gad aes 1.25 
1956—Report of Committee on Depreciation (Depreciation Rates for Electric Utilities).. 1.00 Mid-. ‘est 
(When remittance accompanies order, we pay forwarding charges) io qe 
ce 
NATIONAL ASSOCIATION OF RAILROAD AND , A 
UTILITIES COMMISSIONERS A 








P. O. BOX 684 WASHINGTON 4, D. C. 
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OCTOBER - NOVEMBER 












Thursday—23 








Society of Pro- 
Engineers begins 
Fran- 


jationa 
Psstond 
ill meeting, San 

cisco, Cal. 





Friday—24 


National Safety Council 

ends five-day national safe- 

ty congress and exposition, 
Chicago, Il. 





Saturday—25 











Sunday—26 








Alabama-Mississippi Tele- 
phone associations will hold 
joint convention, Birming- 
ham, Ala. Nov. 10, 11. 
Advance notice. 


Kansas Association of Mu- 

nicipal Utilities begins an- 

nual convention, Wichita, 
Kan. 














Monday—27 





Tuesday—28 








merican Society of Metals 
begins national metal ex- 
bosttion and congress, 


Cleveland, Ohio. 








American Water Works 
Association, California Sec- 
tion, begins annual meeting, 
Los Angeles, Cal. 








Wednesday—29 


Edison Electric Institute, 

Home Service Committee, 

ends two-day meeting, St. 
Louis, Mo. 


Thursday—30 


Virginia Independent Tele- 


phone Association begins 
annual convention, Roa- 
noke, Va. 











Friday—31 





Vew /:ngland Gas Asso- 
lation, Accounting Divi- 
sion, /gins meeting, Hart- 
ford, Conn. 








NOVEMBER 
Saturday—1 


National Association of 
Railroad and Utilities Com- 
missioners will hold annual 
convention, Phoenix, Ariz. 
Nov. 17-20. Advance no- 
tice. 





Sunday—2 


American Standards Asso- 

ciation will hold national 

conference on standards, 

New York, N. Y. Nov. 18- 
20. Advance notice. 









Monday—3 


National Hotel Exposition 
begins, New York, N. Y. 












Yuesday—4 











Mid ‘est Gas Associa- 
tin ill hold gas meter 
and ‘ice school and con- 
ferer. -, Ames, Iowa. Nov. 


Advance notice. 


€ 





Wednesday—5 


New Jersey Utilities Asso- 
ciation begins annual meet- 
ing, Absecon, N. J. 








Thursday—6 


Oklahoma Telephone As- 

sociation ends two-day an- 

nual convention, Oklahoma 
City, Okla. 





Friday—7 


American Water Works 
Association, Virginia Sec- 
tion, ends three-day annual 
meeting, Richmond, Va. 
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Courtesy, New York State Natural Gas Corporation 


the Ec 
Gas Drilling in Lake Erie 


The New York State Natural Gas Corporation of Pittsburgh, Pennsylvania, 
is making the first attempt by any company to find gas or oil on the 
American side of Lake Erie. Drilling depth may reach 6,000 
feet, penetrating five geological formations that 
could contain gas. 
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Gas Builds a Greater America 


By ROBERT W. OTTO* 


President, American Gas Association 


Today more than ever, in order to build a better gas industry, 
the members of AGA must unife in positive and specific action 
if they hope fo cope with the problems that confront them. 


QUARTER of a century ago there 
A were tremendous reserves of natu- 

ral gas in the ground, just as to- 
day, but nobody knew the amount of 
proved recoverable reserves, much less 
unproved reserves. At that time total pro- 
duction was less than one-sixth of produc- 
tion in 1957. 

There were 5 million natural gas cus- 
tomers, representing only one-third of the 
total gas industry. Natural gas transmis- 
sion lines totaled 50,000 miles, and the 
longest line did not exceed 1,000 miles. 
The use of gas was confined largely to cus- 
tomers near the production areas, The 

*Also chairman of the board, Laclede Gas Com- 


pany. For additional personal note, see “Pages with 
the Editors.” 


average price of gas then was only five 
cents a thousand at the wellhead. 

When the practicability and economy 
of long-distance transmission of gas to 
the Chicago area were proved, transporters 
soon realized that the potential market for 
natural gas had been extended from a few 
states to practically every state in the 
Union. So did the producers of natural 
gas. The whole gas industry became a sell- 
ers’ market for producers, with little or 
no price competition necessary among 
themselves in putting their product to 
useful service. 


HE competition among transporters 
to gain these new markets and the 
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struggle among them to secure the neces- 
sary gas from the producers was tremen- 
dous. Natural gas suddenly became avail- 
able at the gates of cities as far as 2,000 
miles from the fields at about half the 
cost of producing equivalent manufac- 
tured gas locally. A tremendous bulge in 
the demand for field gas occurred for the 
conversion of manufactured gas service, 
in practically every state in the Union. 

One result of all this increased use of a 
product that hitherto had a limited market 
has been the doubling of the price at the 
wellhead. It now averages upward to 11.2 
cents per thousand cubic feet. 

Another result has been that the num- 
ber of dry and condensate gas wells in use 
during the 25-year period has risen from 
54,000 to 75,000. 

A third result is that miles of gas trans- 
mission lines have risen from 50,000 to 


160,000. 


Still another is the increase in total cus- 
tomers served by the gas industry, from 
15 million to 31 million, 90 per cent of 
which are natural gas customers. The in- 
dustry’s share of the nation’s energy con- 
sumption rose from less than 10 per cent 
in 1933 to 28 per cent, this year. 

Finally, and most important of all, 28 
million residential, commercial, and in- 
dustrial customers in the United States 
are meeting their expanded heat energy 
requirements with natural gas at less cost 
than was even possible twenty-five years 
ago. 


Growth Has Been Great 


je the public demand for nat- 

ural gas service has not been fully 
met in a great many areas, the growth 
bulge due to the wholesale conversion of 
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manufactured and mixed gas properties 
has largely been accomplished. Producers’ 
exploration and drilling efforts have bur- 
geoned to the present high level with little 
or no price competition apparent among 
the producers themselves. The demand 
for natural gas as a commodity has been 
so insistent that many producers do not 
yet consider themselves a part of the gas 
industry. 

While the producers have been striving 
to meet the ready markets offered to their 
product through pipeline developments, 
the difficulties of exploring and finding 
natural gas have increased, the cost of 
drilling has gone up, the number of wells 
drilled and found productive is decreas- 
ing. The inevitable result is that the cost 
of their product to them is rising. This 
sort of future development hits the pro- 
ducers first and next becomes an unavoid- 
able factor in the operations of the trans- 
porters. Finally, it shows up in the form 
of higher cost of energy to the future cus- 
tomers of the gas utilities distributing the 
producers’ products. 


” Missouri we have a saying which I 

think applies to industries as well as in- 
dividuals. “The higher you climb, the bet- 
ter target you make.” The gas business 
has never been larger than it is now, and 
it has never made a better target. While 
it has grown, so has the intensity of its 
competition. It might interest you to 
know that the cost of producing electric 
energy has actually declined in the last 
twenty-five years. 

If there ever was a day when the pro- 
ducer had such a sellers’ market that his 
interest in his product could stop at the 
wellhead, that day has gone forever. To- 
day’s competition and what is ahead com- 
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GAS BUILDS A GREATER AMERICA 


pels the producer to become an active 
partner in gas industry programs to accel- 
erate industry growth, in order to assure 
his own future growth. 


The Research Picture 


s I have said, past growth has been 
almost totally dependent on the in- 
creased availability of our quality prod- 
uct. But gas is only as good as the appli- 
ances and equipment it powers. 

Would it startle you to know that man- 
ufacturers of electric. appliances and 
equipment are spending six cents out of 
every revenue dollar for product re- 
search? General Electric’s research and 
development expenditures in 1957, for 
example, actually exceeded the company’s 
net earnings. 

And what are gas appliance manufac- 
turers spending? From all available in- 
formation, far less than one cent per dol- 
lar of revenue. 

Let us not blame the gas appliance man- 
ufacturers. They are doing a big job, con- 
sidering their financial capabilities. 

One of the events that made me hap- 
piest, during the last year, about the fu- 
ture of the gas industry was the expan- 
sion of Whirlpool Corporation activities 
in the gas appliance picture. The industry 
has long suffered from the fact that its 
manufacturers are relatively small-size 


q 


7 


companies, making only one or two of the 
major gas appliances. 

Weare proud of these small companies, 
and the fine work they have done. But we 
need a few big outfits—with real financial 
sinew and muscle—and we need them 
badly. 

Having Whirlpool producing the new 
gas refrigerator and planning to produce 
the first complete line of major gas appli- 
ances under one brand name is a great 
step forward. I am told Whirlpool em- 
ploys 800 to 900 full-time scientists and 
research people. 


Ho did we get them to come in with 

us? You know how. It was pure and 
simple business economics. A number of 
industry leaders, meeting with Whirlpool 
representatives, came to an agreement by 
offering the support and assistance of 
their individual companies. Agreements 
of this kind to take and sell a certain num- 
ber of gas refrigerators are worth more 
than 10 million speeches, letters, and 
memos on the subject of industry support 
to manufacturers. 

Other large companies are showing in- 
terest in following Whirlpool’s lead. But 
competition will continue to be stiff, and 
they cannot and won’t “go it alone.” 

I have pointed out that the increased 
costs of drilling were forcing the cost of 


"While the producers have been striving to meet the ready markets 
offered to their product through pipeline developments, the difficulties 
of exploring and finding natural gas have increased, the cost of drill- 
ing has gone up, the number of wells drilled and found productive 


is decreasing. The inevitable result is that the cost of their product 
to them is rising. This sort of future development hits the producers 
first and next becomes an unavoidable factor in the operations of the 
transporters. Finally, it shows up in the form of higher cost of energy 
to the future customers of the gas utilities distributing the producers’ 


products." 


603 
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gas gradually up, first to the producer, 
then to the transporter, and finally to the 
distributor—the gas utility. The same 
thing, or something similar, has occurred 
in the oil industry, and the steel industry. 
But the fact that local distributors of gas 
are public utilities, subject to state regula- 
tion, has considerably complicated the 
cycle. Now it threatens to jeopardize our 
competitive position. 

Early in the game, Congress realized 
that some kind of protection was neces- 
sary for the utility caught between the 
state regulatory body and pipeline com- 
panies which in many instances had a 
monopoly on supplying it with natural 


gas. 


Effects of Natural Gas Act 


" I ‘HE Natural Gas Act, granting certain 


powers of regulation to the Federal 
Power Commission, was the result. It has 
been interpreted and reinterpreted by the 
FPC and various courts of the land. The 
results, so far, add up to one big mess. 

In practice, the FPC got far more cases 
than it anticipated or was prepared to han- 
dle. It became the appeal agency of any 
utility which chose to contest a rate in- 
crease by its supplier, or any pipeline com- 
pany that wanted to appeal a higher 
charge from a producer. The feeling grew 
that pipeline companies should be pro- 
tected against producers. The courts con- 
tributed the now famous—or infamous— 
Phillips Petroleum decision and the still- 
to-be-ruled-on Memphis decision.? 

Until this growing backlog of cases be- 
fore the commission can be settled, a tem- 

1 Phillips Petroleum Co. v. Wisconsin (1954) 347 
US 672, 3 PUR3d 129; Memphis Light, Gas & Wa- 


ter Div. vw. Federal Power Commission (1957) 21 
PUR3d 209, 250 F2d 402. 
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porary procedure of allowing the pro- 
posed new rates to be collected, contingent 
on the final outcome of each case, has 
been adopted. The difference between the 
old rates and the total of new contingent 
rates, which may or may not ultimately 
be turned back, has grown and grown. 
First the producers filed, and began col- 
lecting the higher contingent rates. Then 
the pipeline companies followed. As of 
last June 30th, there were 1,331 pending 
producer rate increases filed with the com- 
mission, aggregating about $60 million 
per year. And the latest report from the 
commission of increases pending for in- 
terstate pipeline companies shows a total 
of $217 million. That is roughly 10 per 
cent of the total revenue of all the natural 
gas pipeline companies reporting to the 
FPC at that time. 


HE distributor cannot absorb the in- 
crease he has to pay transporters. 
Whether contingent or not, he must col- 
lect this increase from his customers. He 
is faced with charging rates that are not 
final. This is not true for his competitors 
—oil, coal, and the electric company. 
Joseph Benson, of the public utility 
consultant firm of Daley and Benson, has 
this to say of the current regulatory situ- 
ation: 


I do not understand how any in- 
dustry as large as the natural gas in- 
dustry has managed to muddle through 
the layers of rate increase proceedings 
with contingent revenues and con- 
tingent costs, without even knowing 
what real costs and revenues are, and 
still grow and compete with other fuels. 


Not only that, but many doubts and 
fears on the matter of extending federal 
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jurisdiction have been expressed. Supreme Earlier this year, a front-page editorial 
Court Justice Clark, dissenting from the in a leading business and financial publi- 
majority opinion in the Phillips Petrole- cation, said it this way: 

um case, asserted that Congress had no in- 
tention that the Natural Gas Act apply to 
gas producers. Said Justice Clark: “If the 
Congress so intended, then it left for state 
regulation only a mass of empty pipe, va- 
cant processing plants, and thousands of 
hollow wells with scarecrow derricks, 
monuments to this new extension of fed- 
eral power.” 


Over the years, U. S. regulation has 
grown increasingly ineffective, con- 
fused, and arbitrary. As a consequence, 
far from furthering the public interest, 
as their mandate provides, the federal 
agencies on occasion demonstrably have 
done it harm. The power to regulate, 
as Congress long since should have 
realized, is the power to destroy. 


Gas Regulation Chaotic The clouds of unwise regulation are 
KY* persons not directly affected by threatening to engulf the good competi- 
the trend have become distressed. tive position we have previously enjoyed. 





Pending Pipeline Rate Increases Now $217 Million 


"|. the FPC got far more cases than it anticipated or was prepared 
to handle. . . . The feeling grew that pipeline companies should be pro- 
tected against producers. The courts contributed the now famous—or in- 
famous—Phillips Petroleum decision and the still-to-be-ruled-on Memphis 
decision. Until this growing backlog of cases before the commission can 
be settled, a temporary procedure of allowing the proposed new rates to 
be collected, contingent on the final outcome of each case, has been 
adopted. .. . As of last June 30th, there were 1,331 pending producer 
rate increases filed with the commission, aggregating about $60 million 
per year. And the latest report from the commission of increases pending 

for interstate pipeline companies shows a total of $217 million.” 
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And they are also casting long shadows 
on two other vital areas of the industry— 
financing and gas reserves. 

Summing up the current gas industry 
picture, another leading financial publica- 
tion reported this summer, and I quote: 


In addition to weather influences, 
earnings of the distributing companies 
can be importantly affected by the final 
outcome of the many rate increase 
cases of their supplier gas transmission 
companies which are open before the 
FPC and which can, of course, be af- 
fected by the outcome of the Memphis 
case. ... In considering all factors, one 
perhaps would be justified in making 
the general statement that under the 
present conditions properly selected 
electric utility commons are better val- 
ues than those obtained in the natural 
gas segment of the utility industry. 


Producers Should Not Be Regulated 


HE threat of FPC controls on the 

price of gas at the wellhead is down- 
right discouraging to the producer, who 
must invest large sums in drilling opera- 
tions. So far, this has not seriously affect- 
ed our gas reserves, which have been in- 
creasing year after year. They showed 
another good increase last year, even in 
the face of mounting production. But 
studies by experts in this field show this 
is because the gas industry relies strongly 
for the production of new gas wells on 
integrated oil companies, most of whose 
revenues come from marketing petroleum 
products. 

In other words, there is nothing 
in the present state of the gas industry, 
taken. by itself, to lure the producers to 
further exploration. 
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eenipaounsi all gas producers are right 
in contending that their gas produc- 
tion is a commodity that cannot be said, 
by any stretch of imagination, to be con- 
stitutionally subject to or even susceptible, 
as a practical matter, to utility regula- 
tory control such as prevails in the other 
branches of the industry. But their prod- 
uct is the corporate lifeblood and basis 
for the operation of every pipeline and 
every local gas utility which provides nat- 
ural gas service to its customers. 
Production of natural gas, like that of 
oil, is basically a competitive endeavor, 
and should be so recognized noiwithstand- 
ing recent judicial decisions to the con- 
trary. I can think of no industry less suit- 
able for the utility type of regulation than 
the business of producing natural gas, but 
this does not mean that every natural gas 
producer should not join hands with the 
pipeliners and utilities, which are regu- 
lated, in programs to advance the sale of 
his product in the future. This has not 
been necessary in the past, but is a “must” 
for the maximum growth of every basic 
element of the industry in the future. 


Gyct a necessary joining of hands in 
common interest has been absent to a 
tragic degree in the past. Some members 
from each major branch of the industry 
have been so imprudent as to try to settle 
their differences in the legislative halls of 
the national capital. Many others who did 
not engage in this spectacle have attended 
sessions and given their cohorts their full 
applause. The tremendous job that the gas 
industry has accomplished in the growth 
of its public service during the past twen- 
ty-five years has been achieved in the ab- 
sence of unified industry action and de- 
spite serious industry controversy. 





GAS BUILDS A GREATER AMERICA 


Some Unified Action 


AN the same time, there are some limited 
but very tangible results of unity. 

The dramatic story of constant prog- 
ress in the gas appliance field is being told 
and sold, repeatedly and effectively, in 
the AGA’s unprecedented advertising, 
promotion, and publicity program under 
the banner of PAR. The National Gas In- 
dustry Television Program, through the 
dynamic medium of Playhouse 90, is 
building greater acceptance of our prod- 
uct, winning new customers, and keeping 
the ones we have. 

It is important to all segments of the 
great and growing gas industry that we 
strengthen our support of these hard-hit- 
ting progranis. 

I wonder sometimes whether we actual- 
ly realize the big job we are doing on a 
partnership basis in AGA. It was a pleas- 
ure to read an editorial in a recent gas 
publication which has this to say: 


How fortunate we are in the gas in- 
dustry to have an able association rep- 
resenting our industry on the national 
level. The American Gas Association 
seems to be at least a cut or two above 
most industrial associations. It is a 
strong group, it has a fine staff, it serves 
and supports the gas industry, and it 
is an association that I think our indus- 
try is proud of... . The American Gas 
Association is the only practical nation- 
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al forum for getting together to work 
out solutions of our industry’s prob- 
lems. Please use it. 


] HAVE a special reason for dwelling on 
the activities of PAR. Here is an ex- 
ample of what can happen when a few in- 
dustry leaders get together and really map 
out something positive by way of an in- 
dustry program, designed to answer spe- 
cific needs. In 1943 a group of forward- 
looking men drafted such a program of 
unified action in areas where it would do 
the most good. From the plans of that 
group, the present PAR plan was evolved. 

A lot of water has gone over the dam 
since then. Our problems now are not the 
same problems. But again I feel there 
is a definite need for positive, specific ac- 
tion on these broader problems. 

We did this with PAR. We did very 
much the same thing in dealing with 
Whirlpool. Many of us do it from day to 
day with our own companies, through in- 
timate, face-to-face meetings—not drawn- 
out, inconclusive conclaves. 

I BELIEVE another great step in unified 

action can be made through the cre- 
ation of a new steering committee such as 
I have described—smaller than PAR and 
much broader in scope, but with the same 
power, not just to advise but to go on and 
do. 


Plans for the Future 


"Would it startle you to know that manufacturers of electric ap- 
pliances and equipment are spending six cents out of every revenue 
dollar for product research? General Electric's research and develop- 
ment expenditures in 1957, for example, actually exceeded the com- 


pany's net earnings. And what are gas appliance manufacturers spend- 
ing? From all available information, far less than one cent per dollar 
of revenue. Let us not blame the gas appliance manufacturers. They 
are doing a big job, considering their financial capabilities." 
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The entire industry must speak up in 
one voice, if we are to meet these very 
real and very big problems. If, for one 
thing, we are to have the realistic legisla- 
tive and judicial atmosphere we need and 
which we do not have today, because of 
congressional inaction on a new natural 
gas bill and because of the chaos created 
by the Memphis decision now awaiting 
review by the Supreme Court. And if, for 
another, we are to have the kind of gas 
appliances manufactured by the kind of 
companies which will use gas to its great- 
est potential and greatest advantage. 

These problems won’t wait. Failure to 
act on them is already hurting us, and it 
will hurt us more seriously as time goes 
inexorably on. 


ay nae, there is another challenge, 


possibly the most important of all, 
which this new group of industry leaders 
I would like to see created can do much 
to meet. 

We must, in a sense, go beyond matters 
dealing specifically with our own affairs 
and the explicit business of the gas indus- 
try. 


I have just returned from an inspiring 
conference of the International Gas Union 
in Rome. There I saw and heard gas peo- 
ple from all over the world speaking a 
common language, because it was couched 
in terms of the gas business itself. It was 
a language of international amity and, if 
only in a restricted sense, international 


understanding. 
I SUBMIT that, properly handled, the gas 

industry can be a kind of springboard 
into the important affairs of the day. I 
came home with the firm impression that 
the International Gas Union—which is 
really just getting started—can be a kind 
of United Nations of a great industry. It 
can be a great force for international good. 
And the United States, through the Amer- 
ican Gas Association and this new steer- 
ing committee, can play an all-important 
role in furthering that force. 

There is much more that could be said. 
I am sure I shall always be justifiably 
proud of this association. Its members, 
working together, are building a better 
industry, a greater America, and a better 
world. 





Supreme Court versus the States 


66’ | SHE Supreme Court in recent years has sometimes seemed 
to assume quasi-legislative functions, as for example in the 





natural gas pipeline case where it ignored the plain intent of an 
act of Congress. And legislative functions are something we may 
safely assume the framers of the Constitution did not intend to give 
the Supreme Court. 

“The Supreme Court in recent years has tended through its rul- 
ings to diminish the authority of the states and strengthen the pow- 
er of the federal government. Some people regard this as a good 
political development but it is possible to question it on constitu- 
tional grounds. And when a majority of state supreme court 
justices do question it on those legal grounds, as happened . . . it is 
an important sign of disquietude.” 

—EDIToRIAL STATEMENT, 
The Wall Street Journal. 
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JEROME K. KUYKENDALL* 
CHAIRMAN, FEDERAL POWER 
COMMISSION 


Current F PC Problems 
In Gas Regulation 














The Pacific Northwest region of the 
United States was the last major virgin 
market area to be reached by natural 
gas via the interstate pipelines. As 
such, it presented special problems of 
both interstate and intrastate regula- 
tion. This author, a native of Washing- 
ton state, has outlined some aspects of 
these regulatory problems, many of 
which are still awaiting solution. 


HE natural gas industry has ex- 
T ranaea tremendously since the con- 

clusion of World War II. This 
growth has taken place throughout vir- 
tually all parts of the nation, and the 
Mountain-Pacific states have been the 
beneficiaries of a reasonable proportion of 
this expansion. Let us briefly compare the 
situation, state by state, as it was at the 
end of 1945 and as it is today. 

At the end of 1945 the state of Mon- 
tana received virtually all of its natural 
gas service from three companies. The 
Billings Gas Company served a portion of 
the western part of the state with gas pro- 
duced locally and in Wyoming. The Mon- 
tana Power Company served another seg- 
ment of the western portion of the state 


*For additional personal note, see “Pages with 
the Editors.” 
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with gas from local sources. In the eastern 
portion of the state, the Montana-Dakota 
Utilities Company provided service from 
fields located primarily in eastern Mon- 
tana. The capacity of these systems was 
comparatively small. For example, the 
peak-day capacity of the Montana-Dakota 
Company approximated 40,000 Mcf per 
day. 


N the meantime, the Billings Gas Com- 
pany has gone out of existence, having 
been acquired by the Montana-Dakota 
Utilities Company. One of the reasons for 
this merger was the dwindling supply of 
natural gas available to the Billings Gas 
Company. The supply for the area now 
comes principally from Wyoming, through 
facilities having a capacity of approxi- 
mately 46,000 Mcf per day. The supplies 
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available to the Montana Power Com- 
pany from local sources also have dwin- 
dled; however, its increased requirements 
are being met by the importation of up to 
15 million Mcf per year from Canada and 
the purchase of as much as 10,200 Mcf 
per day from the Montana-Dakota Utili- 
ties Company. 

Montana-Dakota, on the other hand, 
has extended its facilities into the northern 
part of Wyoming and to the Williston 
basin area of North Dakota. The com- 
pany has recently filed an application with 
the Federal Power Commission for au- 
thority to construct and operate additional 
facilities. This application indicates that 
the firm peak-day requirements are esti- 
mated to be approximately 182,000 Mcf in 
the 1958-59 winter. This figure includes 
the 46,000 Mcf per day to the Billings 
area, the 10,200 Mcf per day to the Mon- 
tana Power Company, and 7,400 Mcf per 
day to other communities, most of which 
are located in northern Wyoming. 


HE Cheyenne area of Wyoming re- 
hei service from the Colorado- 
Wyoming Gas Company which in turn 
purchased its supply from Colorado Inter- 
state. The capacity of this system was 
approximately 23,000 Mcf per day. Por- 
tions of eastern Wyoming were served by 
the Northern Pipe Line Company and 
Northern Utilities Company from local 
sources. 

The Colorado-Wyoming Gas Company 
has been authorized to expand its facilities 
to meet the increasing needs of its cus- 
tomers in northern Colorado and Chey- 
enne and in Laramie, Wyoming. Its sys- 
tem sales capacity to take care of these 
increasing needs has been expanded to 
143,000 Mcf per day. 
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The east-central portion of Colorado 
was provided with service through the 
facilities of the Colorado Interstate Gas 
Company, which operated a line extend- 
ing from the Texas Panhandle field to 
Denver. 

This system had a capacity of approxi- 
mately 140,000 Mcf per day. 

We now find that Colorado Interstate 
has been authorized to construct facilities 
from Denver into the northern part of the 
Hugoton field of Kansas. In addition, it 
has been authorized to construct another 
line from the Panhandle field of Texas, 
northerly, to an interconnection with the 
north Hugoton line. The company has 
also constructed facilities north of Denver 
to the southern portion of Wyoming; 
thence, westerly to a connection with the 
Pacific Northwest Pipeline Company. 
The transmission capacity of Colorado 
Interstate has, by these means, been ex- 
panded to in excess of 600,000 Mcf per 
day. 


¥ the state of Utah, the Mountain Fuel 

Supply Company furnished natural gas 
service in the Salt Lake City area. It 
operated a system which secured gas from 
northwestern Colorado and_ southern 
Wyoming sources. The capacity of this 
company was approximately 91,000 Mcf 
per day. 

Utah now receives natural gas from the 
recently constructed Pacific Northwest 
Pipeline Company and through expanded 
facilities of the Mountain Fuel Supply 
Company. Mountain Fuel Supply, in ad- 
dition to securing gas in Colorado and 
Wyoming, purchases gas from Pacific 
Northwest, and its facilities now have a 
capacity of approximately 216,000 Mcf 
per day. 
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In Arizona and New Mexico, most of 
the natural gas service was provided by 
the El Paso Natural Gas Company. Its 
source of supply was the Permian basin 
area of western Texas and eastern New 
Mexico. The system transmission capacity 
was slightly under 150,000 Mcf per day. 

Arizona and New Mexico are still 
served by El Paso and the volume of sales 
in those states has increased greatly. Some 
service in New Mexico is provided by the 
Southern Union Gas Company, which 
obtains gas from northwestern New 
Mexico. 


XN the end of 1945, the requirements of 
California were supplied principally 
by Pacific Gas and Electric Company, 
Southern California Gas Company, and 
Southern Counties Gas Company from gas 
produced within the state. Although this 
supply was comparatively large, it was 
diminishing at the same time that the 
requirements were increasing at a very 
rapid rate. 

El Paso is now authorized to deliver in 
excess of one million Mcf per day to 
Pacific Gas and Electric Company and a 
like amount, jointly, to the Southern Cali- 
fornia Gas Company and Southern Coun- 
ties Gas Company. The sales capacity of 
El Paso is approaching 3 million Mcf 
per day. El Paso’s sources of gas have 
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been expanded to include not only the 
Permian basin but the Panhandle field of 
northwestern Texas and the Four Corners 
area of Utah, Colorado, Arizona, and 
New Mexico. Additionally, by displace- 
ment, El Paso is securing approximately 
50,000 Mef per day of Canadian gas. 


MN the end of 1945, there was no natural 
gas service in the states of Oregon, 
Washington, Idaho, and Nevada. Now El 
Paso is selling up to 50,000 Mcf per day 
to the Nevada Natural Gas Pipe Line 
Company for service in southern Nevada, 
including Las Vegas. 

Pacific Northwest Pipeline Company is 
now providing natural gas service in Ore- 
gon, Washington, and Idaho. That com- 
pany’s sources of supply include the Four 
Corners area, fields in Colorado and Wyo- 
ming, and also Canada, from which as 
much as 300,000 Mcf per day is imported. 
Pacific Northwest now has a sales capacity 
in excess of 700,000 Mcf per day. 


Far West Decisions Near 


Wy tHe making any predictions con- 

cerning future action of the Federal 
Power Commission, it can be observed 
that there are indications that the com- 
mission soon will have further important 
decisions to make on matters which per- 
tain to the Far West. For example, the 


"THE commission has suspended some 1,300 rate increases of pro- 
ducers, which means we have that many producers’ rate cases to 
conclude. Both federal and state commissioners would . . 
that that number of rate investigations and hearings constitutes a 


. all agree 


gigantic work load, even if the standards of testing rates for reason- 
ableness were simple and thoroughly established. Such is not the 
case with independent producers. We are sailing in seas which are 
largely uncharted, and the few landmarks we have received from 
the courts have not been particularly conducive to speedy navigation." 
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Transwestern Pipeline Company has 
filed an application for authority to con- 
struct facilities which would extend from 
western Texas to the Arizona-California 
border, and would be capable of delivering 
350,000 Mcf per day into California. 

Apparently, Pacific Gas and Electric 
Company is contemplating organizing a 
subsidiary corporation for the purpose of 
constructing and operating a pipeline 
which would transport natural gas pro- 
duced in Canada from the Canadian 
border to California. There have been 
rumors and some publicity that one of 
the large pipeline companies not now serv- 
ing in the West is considering the possi- 
bility of transporting natural gas from 
the Gulf coast to California for some 
California distributors. 

The commission now has before it the 
application of El Paso Natural Gas Com- 
pany to acquire the property of Pacific 
Northwest Pipeline Company. Our staff 
has been, and now is, devoting a great 
amount of time and effort in analyzing 
pertinent data concerning both companies 
which have been and are being submitted 
by them. Included in the staff’s work is 
an original cost study of Pacific North- 
west. This study is needed, both for Pa- 
cific Northwest’s pending rate case and 
for the merger case. 


HILE we are on the subject of the 

proposed merger, I would like to 
correct the record on one point. Several 
industry journals and perhaps some news- 
papers have carried stories to the effect 
that the members of the Federal Power 
Commission were indignant because of, 
or disapproved of, the actions of the anti- 
trust division of the Department of Justice 
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in bringing a civil action against El Paso, 
and in obtaining indictments against three 
pipeline companies which serve in the 
Midwest. All five members of the com- 
mission are at a loss to understand why 
such statements have been made. Such 
statements are not true. We have not 
passed any judgment on the wisdom or 
propriety of any action of the Department 
of Justice. Although we have no intention 
of foregoing any of our regulatory powers 
or duties, or of permitting any improper 
encroachment thereon, we do not antici- 
pate that any such questions will confront 
us. We shall proceed on that premise. 
Pending Pipeline Cases 
A’ of the first of September, the com- 
mission had 52 pipeline rate cases 
under suspension. The total amount of 
annual revenues suspended was approxi- 
mately $219 million. Nine of these cases 
concern the five interstate pipelines serving 
in the Mountain-Pacific area: El Paso, 
Colorado Interstate, Pacific Northwest, 
Nevada Natural, and Colorado-Wyoming. 
The estimated amount of annual increased 
revenues of these companies which is 
under suspension amounts to almost 
$61 million. 
A discussion of any suspended rate of 
a natural gas company now inevitably 
leads to the Memphis decision and the pos- 
sible applicability of it.1 As is generally 
known, the commission has not dismissed 
any or all of these pending rate cases be- 
cause of the Memphis decision. It is un- 
fortunate, indeed, that the Supreme Court 
did not see fit to expedite its review of 
this case. If it had done so, its decision 
could have been issued by this time. As 


1 Memphis Light, Gas & Water Div. v. Federal 
— Commission (1957) 21 PUR3d 209, 150 F2d 
402. 
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Suspended Rates 


And the 


Memphis Decision 


“AS of the first of September, the commission had 52 pipeline rate cases 
under suspension. ... A discussion of any suspended rate of a natural 
gas company now inevitably leads to the Memphis decision and the possible 
applicability of it. As is generally known, the commission has not dismissed 
any or all of these pending rate cases because of the Memphis decision. 
It is unfortunate, indeed, that the Supreme Court did not see fit to expedite 
its review of this case. If it had done so, its decision could have been issued 
by this time. As matters now stand, the existing cloud of uncertainty will 
remain over the commission, and over the industry, for some time—probably 
until the early part of next year." 





matters now stand, the existing cloud of 
uncertainty will remain over the commis- 
sion, and over the industry, for some time 
—probably until the early part of next 
year. 

It is only natural that some of the state 
regulatory commissions should feel some 
impatience in waiting for action on vari- 
ous matters, which have been before FPC 
for decision. Their understanding of our 
difficulties, and the present impossibility 
of our quickly disposing of every matter 
which comes before us, is respectfully 
solicited. I believe it is fair to say that no 
regulatory commission ever has had such 
heavy burdens as we now have. This re- 
sults largely from the Phillips Petroleum 





Company case, decided on June 7, 1954, 
by the Supreme Court, which brought in- 
dependent producers of natural gas under 
our jurisdiction.® 


Producer Rate Cases 


Ste commission has suspended some 

1,300 rate increases of producers, 
which means we have that many pro- 
ducers’ rate cases to conclude. Both federal 
and state commissioners would, I am sure, 
all agree that that number of rate investi- 
gations and hearings constitutes a gigan- 
tic work load, even if the standards of 
testing rates for reasonableness were 


2 Phillips Petroleum Co. v. Wisconsin (1954) 
347 US 672, 3 PUR3d 129. 
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simple and thoroughly established. Such 
is not the case with independent pro- 
ducers. We are sailing in seas which are 
largely uncharted, and the few landmarks 
we have received from the courts have 
not been particularly conducive to speedy 
navigation. 

The Administrative Procedure Act, 
while serving the worthy purpose of in- 
suring, to a great extent, due process, and 
ample opportunity for all to be heard, 
nevertheless precludes many short cuts 
which you members of state commissions 
can, and frequently do, take. 

There are a great number of parties in 
many of our cases, almost all of whom 
have the right of appeal. Cases with dozens 
of parties in them are not unusual. Ac- 
cording to all these parties their “day in 
court” or in the hearing room is a tedious 
and time-consuming process. Neverthe- 
less, it must and should be done. Even 
after it has been done, there frequently 
are appeals. Our staff and our examiners 
endeavor to see that a proper and com- 
plete record is made, but they cannot 
otherwise guard against or prevent ap- 
peals. There are bound to be appeals from 
commission decisions on controversial 
matters. We would not have it otherwise. 
Nevertheless, man power spent on litiga- 
tion cannot be used to perform other 
necessary work of the commission. 

These few facts are only some of the 
reasons for some of the troubles and de- 
lays which beset the commission. 


Reasons for FPC’s Plight 


a difficulties have been minimized 
considerably by increased efficiency, 
but there are limits to what can be ac- 
complished in this field. In the issue of 
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Pusiic UTILITIES FoRTNIGHTLY dated 
May 22, 1958, there appears an article by 
Daniel M. Ogden, Jr., entitled ‘“Reor- 
ganization of the Federal Power Commis- 
sion.” 

The author, Dr. Ogden, is associ- 
ate professor, department of political 
science, State College of Washington. 
Last year he served as a staff member of 
the Committee on Interstate and Foreign 
Commerce of the United States Senate, 
during which time he made a study of the 
reorganization and administration of the 
Federal Power Commission. The conclud- 
ing paragraphs of his article, which I now 
quote, summarize the causes of the com- 
mission’s present predicament, what is 
necessary to correct the existing situation, 
and the dire consequences which otherwise 
will follow : 


Yet the reorganization already ac- 
complished, even if aided by additional 
staff and with careful work planning, 
will not remove those burdens which 
flow from continuing basic policy con- 
flicts in Congress. 

Broad public issues such as hydro- 
electric licensing and renewal policy, 
treatment of “deferred taxes,” regula- 
tion of independent producers of natural 
gas, and gas-pricing policies are at the 
heart of the work load of the commis- 
sion. Contention on these issues has 
occasioned many of the interventions in 
proceedings and much of the litigation 
which has inundated the commission’s 
staff. These can only be solved by di- 
verting a little congressional attention 
to the establishment of clear-cut public 
policies on each question. 

Additional reorganization efforts to 
improve efficiency can be expected to 
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make few further dramatic increases in 
productivity at the commission. Stu- 
dents of regulation must now face the 
very real need to supply the agency 
with clear-cut policy directives, ade- 
quate power to carry out the decisions 
made, and sufficient additional staff to 
discharge the duties assigned. The al- 
ternative is to admit the failure of regu- 
lation as a middle way between uncon- 
trolled private monopoly and govern- 
ment ownership. 


Gas Industry Still Strong 


would be taking place. Nevertheless, I am 
confident that this expansion has only been 
delayed, and that somehow, regardless of 
the final outcome of the case, available 
natural gas will find its way to consumers 
who want it. 

Despite the various shocks which the 
natural gas industry has received in recent 
years, it still is conducting a tremendous 
volume of business and no permanent sub- 
stantial curtailment is presently in sight. 
Although its growth has been retarded 
this year, it appears that those who regu- 


late the intrastate phase of this business 
in the eleven western states should look 
forward to, and plan for, an increasing, 
and not a diminishing amount of work in 


this field. 


HE Memphis case, which is still pend- 
ing in the Supreme Court, has pre- 
vented a great amount of expansion of the 
natural gas industry, which otherwise 





ull one big problem before the [Federal Power| Commis- 


sion, one which dwarfs all others and one which has been 
with us since that fateful day, June 7, 1954, is, of course, the prob- 
lem of how to effectively regulate the rates of independent pro- 
ducers. The commission has not, despite the lapse of more than 
four years’ time devised a method or formula for dealing with this 
problem, nor has it set up any standards or criteria for determining 
the justness and reasonableness of producers’ rates. It is true that 
in a few cases we have held producers’ rates to be just and reason- 
able and in a few others have held that the proof has been insuffi- 
cient to establish the justness and reasonableness of the rate in- 
volved, but all of these cases have involved special circumstances 
and in none of them have we come to grips with the main issue. 

“Undoubtedly the first case which will come before the commis- 
sion in which we must squarely face this issue is the original Phillips 
case itself... 

“In view of our past experience on matters of this magnitude, 
it is quite unlikely that a final decision of the commission will be 
forthcoming until the year 1959 is well advanced. The time which 
will then be consumed in the inevitable appeal to the circuit court 
of appeals and the equally inevitable application for a writ of 
certiorari to the Supreme Court make it apparent that even if the 
commission’s rulings are affirmed by the courts, there will be no 
fixed or certain formula for regulating the rates of independent 
producers for a period of at least two years... .” 

—ARTHUR KLINE, 
Member, Federal Power Commission. 
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From Cost of Service 


To Rate Making 


By CHARLES H. FRAZIER* 


@ What are the next steps in regulating natural gas producers? 
© How can rates be established once cost of service has been found? 


© How can considerations of public convenience and necessity 


be actually divorced from price? 


© What rate-making procedure can be devised 


to expedite small producer cases that burden the FPC? 


T is now over four years since the Su- 
preme Court, in June, 1954, ruled that 
the Federal Power Commission has 

jurisdiction over the prices charged by 
natural gas producers for gas sold in inter- 
state commerce, thereby opening a Pan- 
dora’s box of collateral issues.! In this 
milestone decision, and in more recent de- 
cisons of this court and in the circuit courts, 
the commission has been forcefully re- 
minded that its congressionally imposed 
mandate is to protect the interests of the 
ultimate consumer, in an area where com- 
petition is at best imperfect, and therefore 

*Director of development, Philadelphia Gas 
Works. For additional personal note, see “Pages 
with the Editors.” 


1 Phillips Petroleum Co. v. Wisconsin (1954) 347 
US 672, 3 PUR3d 129, 98 L ed 1035, 74 S Ct 794. 
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incapable of performing this protective 
function. 

During much of the time, the debate 
has centered around the extent of this area 
of jurisdiction. Most of these jurisdic- 
tional questions have now been answered. 
The much more numerous questions, how- 
ever, as to just how the commission should 
go about this regulatory function, have 
found few answers. Meanwhile, the com- 
mission’s backlog of uncompleted cases 
mounts, with over three thousand dockets 
open, half of which in some degree in- 
volve producer rates. 


T has only been during the latter part 
of this four-year period, and most sig- 








FROM COST OF SERVICE TO RATE MAKING 


nificantly during the last eighteen months, 
that the commission has begun to come 
to grips with the question of regulatory 
method, in a number of § 5(a)* proceed- 
ings and in some § 4(e) proceedings. The 
issues which have been posed—and none, 
as yet, definitively met by the commission 
—have been largely confined to the 
method of determining cost of service, 
which the courts have said must be the 
starting point in rate determination. Ad- 
mittedly, this is a complex issue in an 
industry producing at least two, and, in 
many cases, more joint products. It is 
still further complicated here by the cir- 
cumstances that the junior product, gas, 
has but recently achieved sufficient com- 
mercial importance to warrant the pro- 
ducing companies refining their cost- 
finding procedures to the extent that use 
could be made of them in the regulatory 
process. 


 w perhaps a dozen cases, starting with the 
Phillips case® itself, which later estab- 
lished a record volume of testimony, a 
wide variety of cost allocation theories 
have been explored. Despite this multi- 
plicity of often conflicting theories, how- 
ever, there are many areas in which a 
useful consensus appears to be developing, 
and a record has been made which affords 
the commission the opportunity to evolve 
the general principles needed to guide the 
companies in developing their cost finding 
techniques. The benefits of such guidance, 
to the producers, pipelines, and distribu- 
tors alike, will be enormous, enabling 
them to avoid the long-drawn-out pro- 


2 Investigations of a company’s rates on the com- 
mission’s initiative. Section 4 applies to changes in 
rates which a company files for. 


8 Docket No. G-1148 et al. 


cedures which have so far characterized 
the rate cases before the commission. 


Translating Costs into Rates 


iw cost finding presented the only baf- 

fling problems, there would be good 
reason to hope that the industry could 
soon pick its way out of the regulatory 
maze in which it finds itself. Unfortu- 
nately, this does not appear to be the 
case. In the first place, despite the huge 
volume of testimony in proceedings to 
date, describing and criticizing various 
methods of cost finding, one finds very 
little testimony on the question of how to 
translate costs, once found, into actual 
rates for gas. This problem is particularly 
acute with respect to the pricing of gas 
that a company produces from many dif- 
ferent fields and sells to many pipelines. 
Most of the large producing companies 
have scores and often hundreds of “rate 
schedules” ; that is to say, contracts com- 
mitting gas from specified fields to speci- 
fied markets, under a great variety of 
prices, terms, and conditions of sale. 

Consider, for example, the case of Pro- 
ducer X, and assume the commission has 
found that his average, overall cost of 
service, including a reasonable profit, on 
the gas he sells in interstate commerce, is 
12 cents per Mcf, and his average reve- 
nue for the same gas, 11 cents. Should 
every rate under which this gas is sold 
then become 12 cents, regardless of any 
differentials which may previously have 
existed between individual rates; or 
should the differentials be retained and 
each rate simply be increased by one cent 
per Mcf, the revenue deficiency above 
assumed ? 


Alternatively, should an attempt be 
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made to determine the producer’s unit 
costs, area by area, and use such “costs” 
to indicate the rate adjustments for the 
contracts involved? If so, how is one to 
determine the boundaries of the several 
relevant areas? Furthermore, the largest 
single cost incurred in gas production is 
usually the cost of exploration, which, 
except in unusual circumstances, is in- 
curred on a company-wide basis. Other 
costs are similarly incurred. Can one, with 
any degree of confidence, assign such costs 
to particular producing areas, and thereby 
derive any meaningful unit costs? 


MPORTANTLY involved, of course, is the 

factor of time. It is the time factor 
which contributes materially to what 
makes FPC regulation today so burden- 
some both to those who must administer 
it, and to those who participate in com- 
mission proceedings. What the situation 
cries out for is an approach to specific 
rate making more flexible than that re- 
flected in the time-honored practices of 
case-by-case cost finding before public 
utility commissions. 

This need for differentiation arises, in 
part, from differences in the structure of 
the industry, but it is made all the more 


q 


& 


pressing by the urgency, if the gas indus- 
try is not to be submerged in a regulatory 
morass, of devising ways and means of 
dealing with cases promptly and expedi- 
tiously. Putting it in another way, the 
backlog must be reduced to reasonable 
proportions, and the duration of proceed- 
ings materially shortened. This may in- 
volve the administering of rough justice, 
but it is essential if we are to have any 
meaningful regulation at all, and not just a 
series of disjointed and frequently in- 
congruous acts performed on a regulatory 
treadmill. 


few place to thrash out these problems 

and to seek answers to the questions 
could well be the rule-making procedure 
before the Federal Power Commission. 
Several years ago, before the gas industry 
was fully aware of all the questions which 
had to be answered, this was attempted, 
specifically in the R-137 and R-142 pro- 
ceedings. In retrospect, it would appear 
that the latter proceeding, at least, was held 
prematurely. In any event, useful conclu- 
sions were not reached, and the commis- 
sion has not seen fit since then to insti- 
tute a more timely proceeding. In the 
interest of stimulating thinking along this 


"IT seems reasonable to expect ... that as and when the commission 
makes it clear that it intends, in conformity with the congressional 
prescription in the Natural Gas Act, to limit the rewards of producers 


selling gas in interstate commerce to such levels as will not unneces- 
sarily penalize the ultimate consumers, the producing segment as a 
group will accept such a decision and offer to sell its gas on those 
terms. ... however... if the commission does not place an effective 
but reasonable limit on the price of new gas supplies, the rules of a 
market place in which competitive forces provide little check on prices 


will again prevail..." 


OCTOBER 23, 1958 


618 





FROM COST OF SERVICE TO RATE MAKING 


line, a regulatory scheme is here sug- 
gested which attempts to provide answers 
to the more important of the questions 
raised above. The suggestions are those 
of the writer only, derived from his ex- 
perience in connection with quite a number 
of producer rate and certificate cases. 


Small Producer Regulation 


— getting into a discussion of the 
technique of producer rate making, 
it would be well to dispose at the outset of 
a problem which needlessly beclouds the 
entire regulatory picture—that of the 
small producer. An examination of the 
commission’s docket will show that in- 
numerable §§ 4, 5, and 7 proceedings 1n- 
volving small producers contribute im- 
portantly—in bulk at least—to its back- 
log. Due to sheer volume of paper work 
involved, these proceedings require an in- 
ordinate amount of staff time relative to 
the dollars involved. Using the Long Bill* 
definition of small producers, their sales 
make up only 8} per cent of the total 
field sales of gas in interstate commerce, 
whereas their number represents 95 per 
cent of the total. It is inconceivable that 
the economic impact of such sales is so 
significant as to warrant the amount of 
time spent in “regulating’’ them. 

It has been persuasively argued that, 
under existing law, reasonable regulations 
may be prescribed by the commission 
which will substantially exempt such pro- 
ducers from field price regulation. If this 
were done, the commission’s work load 
would be drastically reduced, and it could 
concentrate on the transactions of real 
import to the consumer. 

If, on the other hand, the commission 


4S 3488, 85th Congress, 2nd Session (1958). 
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does not choose the course of complete 
“exemption” by classification, there is 
much it can do to materially reduce the 
regulatory burden. It is suggested, for ex- 
ample, that certification of small pro- 
ducers’ sales in interstate commerce be 
granted automatically, provided the price 
is not in excess of the maximum to be 
discussed in the next section, under initial 
rates. Furthermore, while the commission 
probably could not forswear its statutory 
power to institute § 5 investigations, it 
should in practice confine these to the 


larger producers. 
| so far as § 4 proceedings are con- 
cerned, rate increases filed by these 
producers could be approved without sus- 
pension, on two conditions. The first pro- 
viso is that no such price exceed the maxi- 
mum of the field price envelope, subse- 
quently discussed; the second is that, if 
the increase sought stems from an in- 
definite pricing clause, either the producer 
must bind himself to waive the clause 
thenceforth or the parties must mutually 
agree to abrogate it. If either of these con- 
ditions is not met, he should be permitted 
to adduce evidence in support of such an 
advance. If he can show that the average 
realization on his interstate sales, includ- 
ing the higher price sought, would be less 
than the maximum of the field price en- 
velope in the district in which he sells gas, 
the increase should be granted. 

There is a sound theoretical justification 
for exempting these producers from the 
type of cost-of-service showing required 
for larger producers. The rationale for the 
cost allocation principles and rules recom- 
mended to the commission for adoption 
depends upon the averaging out of results 
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Relation of Price to Certificate Proceedings 


. presumably the commission in a certificate proceeding has to decide whether 
or not a proposed sale is in the public interest. So far, there has been a tendency 
to attempt to divorce considerations of ‘public convenience and necessity’ from 
price. But as the general level of field prices of gas moves ever upward, it would 
appear to be an economic truism that no market can possibly be defined, and 
hence no ‘public requirements’ for gas be determined, without relationship to price. 
Therefore, ‘price’ is squarely before the commission in producer certificate pro- 

ceedings, however it may choose to deal with it." 








and experience. This “averaging out” 
process takes place within each of the 
larger companies, due to the broad scope 
of their operations. In the case of the 
“one-well farmer,’ however, no similar 
opportunity is available for “picking up 
on the swing what is lost on the round- 
about.” 


' is believed that a large part of the pa- 

per work involving the small producer 
applications can be eliminated if pro- 
cedures suggested above are followed. At 
the same time, their adoption and bona 
fide application could not conceivably lead 
to any serious long-range impairment of 
the public interest. 
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Framework for Rate Making 


A—Underlying Assumptions 


N this uncharted field, there are so many 
factors which must be weighed to 
arrive at reasonable solutions that any 
suggested approach will have elements 
which must be advanced on a highly tenta- 
tive basis. What follows is a suggestion 
as to the framework for rate-marwug pro- 
cedure. Many detailed points are in- 
cluded as “recommendations” for which 
alternative solutions could be advanced 
without compromising the framework 
here outlined. They are included as posi- 
tive statements rather than questions, in 
order that the reader may better articulate 
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his own thoughts as to the proper method 
of procedure. 


+ it be crystal clear that the suggested 
regulatory framework does not in- 
volve in any way the abandonment of the 
cost-of-service concept, or run counter to 
the truism that meaningful rate regula- 
tion must relate to the financial require- 
ments of the producers. Rather, it sug- 
gests a method whereby, once it has de- 
termined these requirements, the commis- 
sion can effectively translate its findings 
into specific gas rates. 

The framework below outlined is based 
on a number of propositions: 

1. Small producers, defined by suita- 
ble criteria, as being of minor economic 
importance, should, as suggested above, 
be subjected to a minimum of regula- 
tion, and the commission will not, in 
matters involving their rates, order sus- 
pensions of increases under the ceiling, 
hereinafter defined, or engage in ex- 
tensive cost-of-service determinations 
thereon. 

2. Cost finding systems and tech- 
niques will be refined and standardized 
by commission order and industry prac- 
tice, thereby enabling cost of service to 
be derived at least as expeditiously as 
in an average pipeline rate case. 

3. The commission will reject the 
concept that valid unit costs can be 
found for individual producers by spe- 
cific fields or areas, and consequently 
that field or area rates can be derived 
therefrom for each producer. This con- 
cept is unrealistic, in that it stretches 
cost allocation procedures to a point 
beyond their elastic limit. 

4. The commission will not require a 


producer to charge a flat price for all his 
gas, such a change in established prac- 
tice being too highly disruptive of 
market conditions and producer-pipeline 
relationships. 

5. Since favored-nations and other 
similar clauses constitute one of the 
most disrupting factors in the pricing 
pattern of field sales of gas, it is further 
assumed that the commission will, by 
rule, refuse to accept indefinite pricing 
clauses in new or renegotiated contracts, 
and will limit their effectiveness and 
encourage parties to nullify such clauses 
in existing contracts. 

6. In view of the complexity of price 
relationships in field sales of natural 
gas, short-cut methods, within the 
framework of the cost-of-service, finan- 
cial requirements approach, are needed 
and should be adopted; for this purpose 
market prices, suitably evaluated, can 
be one useful tool in making determina- 
tions with respect to many individual 
transactions, involving both large and 
small producers. 


The Area Price Envelope 


r elaboration of this sixth point, it is 

recommended (and assumed for the 
purposes of the following discussion) that 
the commission establish fairly broad pric- 
ing areas, applicable to all producers with 
wells located therein. These pricing areas 
should be substantially larger than indi- 
vidual fields. In Texas, for instance, they 
could be the railroad commission districts. 
Or they could be areas similar in size 
more directly related to the markets for 
gas, or other historical patterns which 
have developed. In each of these pricing 
areas, it is assumed that, through ex parte 
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proceedings,” there will be established price 


ranges (envelopes), with the objective of 
establishing zones of “reasonableness” for 
market prices. 

Such zones would exclude the distress 
prices at which gas was sold for lack of a 
market before pipeline expansion began, 
some ten years ago. Equally, at the other 
extreme, they would exclude the very 
high prices which some producers have 
recently been able to secure as a result of 
the strenuous bidding for gas supplies 
among the pipelines serving the various 
markets throughout the country. Thus, 
rates under suspension, or rates being 
collected under bond, could well be left 


out of consideration. 
enantsy, these field price envelopes 
could well center about the average 
1957 realization from gas actually deliv- 
ered (in interstate commerce) in that year. 
They could be bounded, for example, by 
the prices in the middle two quartiles of 
sales reported, or could be derived by other 
appropriate statistical methods. Their 
validity should be tested by industry-wide 
cost studies, under commission auspices. 
Such studies, undertaken from time to 
time, could also be the means of updating 
5 Industry-wide proceedings, familiar in ICC 
practice, instituted by the commission itself to as- 
semble comprehensive data and information having 


a bearing on a regulatory problem, broadened to 
include cost considerations. 


= 


the original envelopes to reflect changing 
economic conditions. 


b—Suggested Approach to Use 


, bw general philosophy recommended 
is that once cost of service has been 
found, reasonable latitude should be al- 
lowed the seller and the purchaser to make 
mutually satisfactory decisions, consistent 
with current marketing practice, saving 
only (1) that they do not, in the aggre- 
gate, produce more than a reasonable rate 
of profit; and (2) that they are not “un- 
duly discriminatory” as among buyers or 
areas. The essence of the method recom- 
mended is the use of existing market re- 
lationships in order to establish a pattern 
against which individual rate adjustments 
can be measured. The financial require- 
ments (cost of service) of the producers 
must still, however, be the yardstick 
against which the overall rate structure 
must be judged. 

This approach does not deviate to too 
great an extent; i.e., more than the pe- 
culiar circumstances of natural gas pro- 
duction and marketing justify, from that 
adopted for rate making in the public 
utility field. In that broad field, a com- 
pany’s overall rate structure is designed 
to return sufficient net income to the util- 
ity to finance necessary improvements and 
yield an adequate return to investors. 


"IT is the time factor which contributes materially to what makes FPC 
regulation today so burdensome both to those who must administer 
it, and to those who participate in commission proceedings. What 
the situation cries out for is an approach to specific rate making 
more flexible than that reflected in the time-honored practices of 
case-by-case cost finding before public utility commissions." 
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The relative levels of individual rates, 
or the differentials between one class of 
service and another, often depend as much 
on market judgments as upon the ele- 
ments of cost of service. This considera- 
tion applies with even greater force to 
natural gas prices. Here, almost any con- 
ceivable price will more than reward the 
producer for his out-of-pocket costs of 
production, and to obtain “full cost” re- 
covery on his numerous sales contracts, 
taken as a whole, practically requires the 
use, in each individual transaction, of 
criteria provided by market judgments. 

The thinking underlying this suggested 
approach is based, therefore, on the 
general proposition that the gross receipts 
of an individual producer on his jurisdic- 
tional gas business, in the aggregate, 
should provide him with the funds neces- 
sary to cover his direct costs, to finance 
exploration for reserves needed in the 
future, and to yield a fair return on the 
funds invested, but that from this point 
on, it is the producer’s province to recom- 
mend such adjustments to existing rate 
schedules as are required to produce this 
amount of revenue, doing the least violence 
to the price structure which he has himself 
helped to create. 

However, it is recognized that the com- 
mission must itself review such rates, to 
satisfy itself that the resulting proposals 
do not produce an unduly discriminatory 
price structure. Therefore, the commission 
must have some criteria by which it may 
readily judge such rate proposals. 


C—Section 5 Proceedings 


HE most complex issues are those 
which present themselves as a result 
of § 5 investigations. With respect to 
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such cases, the suggested procedure picks 
up at the point following the determina- 
tion by the commission of the overall cost 
of service applicable to a producer’s juris- 
dictional natural gas sales. After this point 
has been reached, it is recommended that 
the rate case be recessed, and the pro- 
ducer called upon to recommend to the 
commission such adjustments of existing 
rate schedules as will spread the deficit 
(or surplus) in cost of service equitably 
across jurisdictional sales. It will then be 
the commission’s responsibility to review 
these adjustments, keeping in mind the 
following limitations: 


EF IRST, no price should be approved which 

would exceed the upper limit of the 
field price envelope, as previously defined. 
Second, suggested price increases which 
would, nevertheless, bear disproportion- 
ately hard on the buyers holding the 
lower-priced contracts would be approved, 
provided the resulting price was at or 
below the minimum of the field price en- 
velope. Third, particular price increases 
out of proportion to others, occasioned by 
the operation of escalation clauses in con- 
tracts under review, would be approved, 
notwithstanding, on two conditions: (a) 
that the resulting price is within the field 
price envelope; (b) that the producer and 
purchaser agree to abrogate any indefinite 
type of escalation clause which the con- 
tract may contain. Fourth, to justify any 
other disproportionate price increases pro- 
posed, the producer must adduce evidence 
of unusual cost burdens relating thereto. 
If he can do so, the recommended rate 
adjustment would be approved, always 
providing the resulting price is within the 
field price envelope. 
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Needed: A Regulatory Short Cut 
i hoon third circuit court (in CATCO) says that ‘the commission should probably 


always consider the impact of the proposed initial rate in its determination 
of public convenience and necessity.’ However, if the commission is to seek the 
justification, in cost of service or otherwise, of each initial rate proposal, the pro- 
ceedings would drag out unnecessarily. Moreover, the pipelines’ present difficulties 
in assembling gas reserves would be immeasurably heightened. What is needed 
is a short cut by which, when the commission takes its first look at initial rates, it 
can by RULE OF THUMB determine whether or not a price condition or investi- 

gation is required in the public interest." 





These provisos are based on an as- 
sumed cost-of-service deficit. Should there 
be a surplus, the same principles would 
apply, suitably modified. 


D—Section 4 Implications of Memphis 


ie the case of proceedings brought under 

§ 4, if the circuit court decision in the 
city of Memphis case is upheld by the 
Supreme Court, any rate change so filed 
will have stemmed from an agreement be- 
tween the producer and the purchaser. 
When this rate change is applied for, the 
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commission should require the producer, 
except with respect to definite pricing 
clauses discussed below, to support the 
application with evidence that additional 
total revenue is required to meet his rea- 
sonable cost of service on all jurisdictional 
sales. If the requested price increase brings 
in fewer revenue dollars than the calcu- 
lated cost-of-service deficiency, the com- 
mission should approve the increase 
sought, provided it falls below the upper 
limit of the field price envelope. However, 
if this increase is the result of an indefinite 


oH Met LY oes erg 


ao mee ttt then oo a & EP 





FROM COST OF SERVICE TO RATE MAKING 


pricing clause, the producer and the pur- 
chaser must agree to eliminate that clause 
from their contract. If they do not so 
agree, the increase sought, measured in 
cents per Mcf for the contract at issue, 
will be limited to the jurisdictional sales 
deficiency, also measured in cents per Mcf.° 

Increases pursuant to a definite pricing 
clause should be permitted, when filed for, 
irrespective of a cost-of-service showing, 
provided: (1) the clause calls for a per 
annum increase not in excess of some pre- 
determined rate, say 2 per cent; and (2) 
the indicated price adjustment does not 
result in a price in excess of the upper 
limit of the applicable field price envelope. 


E—Initial Rates in Certificate Cases 

£ ee suggestions given above apply 
only to modifications to existing rates. 

No regulatory framework would be com- 

plete, however, unless provisions were 

made for meeting the issues posed by the 


6 Memphis Light, Gas & Water Div. v. Federal 
Power Commission, 21 PUR3d 209, 250 F2d 402. 
Since this case is now before the Supreme Court, 
extended discussion at this time would seem pre- 
mature. However, the key issue raised in the 
Memphis decision concerns the pattern of con- 
tractual relationships in the sale of gas in inter- 
state commerce, particularly as it relates to price. 
The commission argues that this pattern—at least 
as to sales by pipelines to distributors—should be 
_ usual one in state public utility regulation; 

filed tariffs applicable to all customers, with 
preter contracts for service taken, whereby the 
“agreement,” as it relates to price at least, is 
between the pipeline and the commission, not its 
customers. The contrary view, suggested by the 
opinion of the court of appeals for the District of 
Columbia, contemplates agreement as to price be- 
tween the pipeline and tts customers—the original 
pattern in natural gas transmission—with the com- 
mission playing a quasi- -judicial réle in determining 
whether the contracts are in the public interest. 
Whatever may be the outcome in this particular 
issue—and a good argument can be made that an 
accommodation closer to the commission’s view 
more nearly fits the current economic situation in 
the transmission sector of the industry—the nature 
of the contractual relationship at the producing end 
of the business would seem to call for regulatory 
treatment in the frame of reference contemplated 
by the court of appeals. 


recent rapid increases in the level of initial 
rates. There has been a succession of pro- 
ducer certificate proceedings calling for 
gas sales at high rates per Mcf—roughly 
double the average price at which gas cur- 
rently moves into interstate commerce. To 
date, the commission has rejected any 
suggestion that these certificate proceed- 
ings be turned into rate proceedings. 
Rather, it has tended simply to accept con- 
tract prices presented by the producers. 
It has no way of knowing whether these 
prices, fixed in the contracts, bear the 
slightest resemblance to prices which it 
may ultimately determine to be “just and 
reasonable,” in proceedings some five 
years hence. Yet, presumably the commis- 
sion in a certificate proceeding has to de- 
cide whether or not a proposed sale is in 
the public interest. 

So far, there has been a tendency to 
attempt to divorce considerations of “pub- 
lic convenience and necessity” from price. 
But as the general level of field prices of 
gas moves ever upward, it would appear 
to be an economic truism that no market 
can possibly be defined, and hence no 
“public requirements” for gas be deter- 
mined, without relationship to price. 
Therefore, “price” is squarely before the 
commission in producer certificate pro- 
ceedings, however it may choose to deal 
with it. The third circuit court, in its 
recent CATCO decision,’ underscored this 
fact. 


Ww prices for gas newly commit- 

ted to interstate commerce leap- 
frogging upward, the problem of treating 
with initial rates in certificate proceed- 


7 Public Service Commission of New York v. 
Federal Power Commission, No. 12,401, CCA3 
(1958). 
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ings is a thorny one.® In both pipeline 
cases and producer cases, the courts have 
upheld the commission’s power to impose 
rate conditions, in granting certificates of 
public convenience and necessity. 

The third circuit court (in CATCO) 
says that “the commission should prob- 
ably always consider the impact of the 
proposed initial rate in its determination 
of public convenience and necessity.” 
However, if the commission is to seek 
the justification, in cost of service or 
otherwise, of each initial rate proposal, 
the proceedings would drag out unneces- 
sarily. Moreover, the pipelines’ present 
difficulties in assembling gas reserves 
would be immeasurably heightened. What 
is needed is a short cut by which, when 
the commission takes its first look at 
initial rates, it can by rule of thumb de- 
termine whether or not a price condition 
or investigation is required in the public 
interest. 


Gas Finding Costs Are Higher 


I recent years at least, it is clear that 
the dollar cost of finding gas is in- 


8 A cogent and comprehensive discussion of this 
point is contained in Commissioner Connole’s dissent 
in Docket G-13,169, the second Seaboard case. 
His “threshold rate” concept relates closely to 
the suggestions below made. 


e 


creasing. If it should continue to do so, 
there would appear to be justification for 
a producer to receive a higher price in 
his sales of the new discoveries, if his 
realization for the gas already under con- 
tract remains relatively constant or in- 
creases at only a very gradual rate. Thus, 
by the averaging-out process, he should 
be able to keep abreast of increasing costs 
of finding gas and to finance his share of 
the overall scale of activities necessary to 
maintain the adequacy of the nation’s gas 
supply. 
1 ts problem, of course, is to keep these 
increases in initial price within bounds. 
They have trebled in the south Louisiana 
area, for instance, in the last ten years. 
This is because the pipelines, to retain 
and improve their positions in the various 
market areas, are forced to bid against 
each other for limited new discoveries. 
The penalty for losing out in the race to 
line up new reserves may well be loss of a 
share of the market to another pipeline, 
but even where this is not the case, gradual 
increases in market requirements and the 
goad of the declining rate base spur them 
on. Consequently, their bargaining power, 
or, perhaps, “staying power,” is seriously 


"IF cost finding presented the only baffling problems, there would 
be good reason to hope that the industry could soon pick its way out 
of the regulatory maze in which it finds itself. Unfortunately, this does 
not appear to be the case. In the first place, despite the huge volume 
of testimony in proceedings to date, describing and criticizing vari- 
ous methods of cost finding, one finds very little testimony on the 
question of how to translate costs, once found, into actual rates for 


gas. 
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unequal to that of the producers as a 
group—especially in view of the dominant 
position of the major oil companies in that 
group, who are usually under little if any 
compulsion to sell. 


Ceiling or Posted Price Needed 


— ceiling or “posted” prices must be 
arrived at, for the various pricing 
areas, so as to bring a halt to this inflation 
of field prices—at least pending some more 
cogent justification for a very much 
higher level of field prices than has yet 
been advanced. 

Thus, it would appear, from the various 
5(a) and other rate investigations now 
being conducted, that under varying as- 
sumptions on taxes and return, and as- 
suming a rejection of the so-called Btu or 
energy method of allocating costs, as it 
should be, in favor of more logical alloca- 
tion procedures, the range of wellhead 
cost of gas is in the order of 9 cents to 12 
cents per Mcf. In relation to such costs, 
and with average realization on interstate 
sales falling in this same range, it would 
seem that current initial prices (which 
are now well in excess of 20 cents per 
Mcf) should be regarded as both “un- 
reasonable” and “unduly  discrimina- 
tory.” 

What then, would a “reasonable”’ level 
be, under the assumption that some price 
advance be permitted, on new supplies, as 
a sort of lubricant to this whole regulatory 
procedure? While no particular percentage 
override has any theoretical justification, 
it is suggested that something in the 
order of 125 per cent of the median 
of the established field price envelope in 
each of the various proposed “pricing 
areas” would be a reasonable upper limit 


for initial rates in the area. Consequently, 
it is suggested that, when initial rates are 
filed at or below this limit, certificates 
should issue forthwith, without rate con- 
dition and without the delay incident to a 
rate investigation. 

Absent compelling evidence to the con- 
trary, price filings above this limit would 
be presumed to be so high as to disturb 
the pattern of prevailing prices, and so 
“unreasonable” that the public interest 
could be safeguarded only by refusing 
certification, or, in the alternative, con- 
ditioning of the certificate on the filing of a 
rate at the stated limit. Coincidentally, the 
producer might file a § 4 appeal for a 
higher rate, if he chose, and attempt to 
support the higher price on the basis of 
his financial needs. Conversely, § 5 in- 
vestigations are always available to the 
commission if the “posted price” proves 
too liberal. 


Possible Repercussions 


i is recognized that such a procedure 

could result in producers withholding 
new gas supplies from interstate com- 
merce, in the hope either that they could 
secure more favorable prices by selling this 
gas in intrastate commerce or that the 
resultant shortage would eventually—and 
before very long—induce the commission 
to raise the “posted price.” A limiting 
factor which would appear to make the 
former prospect unlikely is that sales in 
intrastate commerce at the new high price 
levels are increasing, it is true, but only at 
the same steady rate of growth traced by 
interstate sales, with recent indications of 
a weakening in the intrastate demand. 
Consequently, as new reserves are dis- 
covered, primarily through the search for 
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oil, it is likely that they would pile up in 
the hands of the producers to an extent 
financially embarrassing, unless they could 
be sold to pipelines at compensatory rates. 

The procedure which has been sug- 
gested would appear to afford to pro- 
ducers a rate which is amply compensa- 
tory. It seems reasonable to expect, there- 
fore, that as and when the commission 
makes it clear that it intends, in con- 
formity with the congressional prescrip- 
tion in the Natural Gas Act, to limit the 
rewards of producers selling gas in inter- 
state commerce to such levels as will not 
unnecessarily penalize the ultimate con- 
sumers, the producing segment as a group 
will accept such a decision and offer to 
sell its gas on those terms. 

Even granting this assumption, a 
“shakedown period” could conceivably 
ensue. A trial of strength between the 
producers and the commission could cause 
withholding of gas from interstate com- 
merce, to the immediate, if temporary, 
disadvantage of gas-distributing com- 
panies and their consumers. It is sub- 
mitted, however, that, if the commission 
does not place an effective but reasonable 
limit on the price of new gas supplies, the 
rules of a market place in which competi- 
tive forces provide little check on prices 
will again prevail, thereby defeating the 
public purpose of subjecting rates to re- 
view by federal authority. 


In Recapitulation 


. procedure outlined above is sug- 

gestive of a pattern the FPC could 
adopt, within the framework of present 
law, which should vastly reduce the ad- 


ministrative burden of regulation, as well 
as the complementary burden on the regu- 
lated. At the same time, it would retain for 
the commission the essential controls 
whereby the public interest may be pro- 
tected. 

By this means the dockets of the 
commission could be cleared for the most 
important cases. Both producers and pipe- 
lines would be provided known, clearly 
defined standards to meet, which would 
markedly simplify their filing problems. 
The maximum freedom would be allowed 
for direct negotiation, subject only to the 
overall control which would assure the 
user of gas that the prices he pays, via his 
distributing company and pipeline com- 
pany, are adequate, but not more than 
adequate, to permit the producer of gas 
to recover his costs, to continue explora- 
tion for the requisite new supplies, and to 
make a fair return on the capital invested 
in the business. 


. ewe producers, freed from the more 
severe burdens of regulation, would be 
able to focus on the essential job of finding 
and producing gas. Others too would be 
encouraged to enter this field without the 
concern they might otherwise feel of hav- 
ing to spend an undue portion of their 
time in Washington. Distributors of gas 
and pipelines, knowing the rules of the 
game, would be better able to concentrate 
on their particular functions. Last, but 
not least, the investor in gas securities 
would be far better able to judge their 
true value in the light of a known regula- 
tory situation, and hence more willing to 
risk his funds in the development of this 
essential industry. 
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ESEARCH and developmental activi- 

ties of the gas industry in the field of 

air conditioning took on a faster 
tempo in 1958, but to this increased de- 
velopment activity was added a large- 
scale promotional effort, with the result 
that many more gas-powered air-condi- 
tioning units were sold this year than in 
any previous year—and all indications 
are that both promotional and research 
developmental programs will continue at 
an even higher pitch in 1959. 

And while the continuing stepped-up 
industry-wide developmental efforts may 
underline a belief that the industry is 
looking for still better adaptations of its 
power source to cooling—primarily in the 
residential field—the fact that it is ag- 
gressively promoting, and selling, the 





_ *Staff member, Air-Conditioning and Refrigera- 
tion Institute, Washington, D. C. For additional 
personal note, see “Pages with the Editors.” 


Air Conditioning .. . 
Gas Industry’s Hope? 





By G. T. KELLOGG* 


The gas industry has already established a 
defensible beachhead in the residential air- 
conditioning field. Sales efforts are now be- 
ing concentrated on homes using gas heat 
and on the more than one million new 
homes being built each year. Capturing 
even a small percentage of this vast market 
could add a big summer load. 





units now in production is proof that gas 
wants to get into the picture as soon as 
possible—to realize its “greatest hope” 
and to arm itself against its “greatest 
threat.” 


ein superlative characterizations of 
air conditioning are given a promi- 
nent place in the American Gas Associa- 
tion booklet “Steps to Success,” issued 
during the past summer, which described 
a “plan of action for utility gas air-condi- 
tioning programs,” as a part of the pro- 
motional program. The words were at- 
tributed to L. T. Potter, president of the 
Lone Star Gas Company, who is quoted : 


Air conditioning is the greatest hope 
of the gas industry—but air condition- 
ing is, at the same time, the greatest 
threat to the well-being of our industry. 

Air conditioning with gas is the hope; 
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air conditioning with electricity is the 
threat. ‘The hope is that the gas indus- 
try will grow as the foremost provider 
of human comfort to the ultimate con- 
sumer. 

The threat is that the gas industry 
will become predominantly a seller of 
industrial fuel in wholesale lots—grad- 
ually withdrawing from direct service 
to the residential! consumer. 

The degree to which either of these 
extremes will be approached in actual 
experience within the gas industry will 
be controlled largely by the success our 
industry may have in the air-condition- 
ing field. 


Got under Way in 1954 


-_* present efforts to develop air con- 

ditioning, especially residential, be- 
gan in 1954 with the formation of its 
Task Group for Air-conditioning Re- 
search, charged with developing “at the 
earliest possible moment equipment which 
would strengthen the gas industry’s posi- 
tion in the air-conditioning picture.” It 
was at this time that the industry first 
came to the full realization that the boom- 
ing postwar growth of residential air 
conditioning already was giving to elec- 
tricity, its primary competitor, a major 
weapon. The electric industry was setting 
new summer peaks of consumption, 
brought about by increased use of cooling 
equipment, and, to offset these peaks, was 
eying winter heating by electricity. 

The gas utilities, on the other hand, 
were enjoying an unprecedented growth 
in winter consumption (it was in 1956 
that AGA announced that gas had gained 

1“Air Conditioning and Its Electric Require- 


ments,” by G. T. Kellogg, Pusric Uritities Fort- 
NIGHTLY, June 6, 1957, Vol. 59, No. 12, p. 829. 
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the No. 1 position as a fuel for residential 
heating, and only a few months ago the 
association reported that 62.5 per cent of 
all homes in the country are now heated 
by gas, a gain of 7.1 per cent in 1957-58), 
and looked with nothing short of alarm 
at the real and proposed invasions by elec- 
tricity of the heating field. Also, the AGA 
sought a summer cooling load to balance 
its year-round pipeline load. 

At first, however, many segments of 
the gas industry looked upon cooling as 
if it were distinct and apart from the pri- 
mary business of house heating—that it 
was a desirable adjunct but far from es- 
sential. But the 1958 promotional steps 
have been aimed at bringing home to the 
industry the fearsome truth that it “must 
attach cooling load as an absolute neces- 
sity in holding its house-heating load,” to 
quote an industry leader, who added: 

This hard and inescapable prospect 
arises out of the desires of customers, 
to be sure, but it arises even more force- 
fully out of the necessities confronting 
our electric friends. 

As they have harvested a large and 
growing crop in the field of comfort 
cooling service, they have developed 
the urge, and, even the compelling re- 
quirement, to make excursions into the 
house-heating and other loads, consid- 
ered by the gas industry to belong to it. 


Thus we find the gas industry spending 
a reported $1 million this year on the air- 
conditioning market—about equally di- 
vided between research and development 
and promotional activities. 


“Steps to Success” High Lights 


Some of the pertinent data included in 
the “Steps to Success” booklet which 
spearheads the promotional program with- 
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in the industry, highlight the efforts of the 
gas industry : 

The National Electric Manufacturers 
Association estimates that nearly a half- 
million houses in the United States are 
completely electrically heated. . . . It is 
further estimated that there will be a mil- 
lion electrically heated homes by 1960 and 
3 million by 1966. (Some of these will be 
heat-pump users, others will use electrical 
energy in resistance heating units, either 
direct or by use of a heating medium. In 
this connection, AGA points out that the 
number of heat pumps in use at the end 
of 1957 was around 36,000. How many 
have been installed in 1958 is a statistic 
not at present obtainable, although a total 
figure of 50,000 in use was used by Paul 
F, O’Neill, a utility consultant for the 
General Electric Air-conditioning De- 
partment in a talk in June this year at an 
electric heating symposium sponsored by 
the Duquesne Light Company, Pittsburgh. 
Mr. O’Neill estimated that of this total, 
about 20,000 are in residential use, the re- 
mainder in commercial and industrial es- 
tablishments. Several manufacturers of 
room units have been merchandising 
these with reversible cycles, which might 
swell the total considerably, although they 
are not to be confused with central resi- 
dential heat-pump installations. ) 


¢ 
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HERE are more than six million forced 
warm-air gas-heating systems in use, 
of which 4.5 million furnaces were de- 
signed for gas, and nearly two million 
are equipped with gas conversion burners. 
“These are our best prospects in the re- 
placement market for the sale of gas year- 
round air-conditioning equipment or the 
addition of supplementary cooling equip- 
ment. Eighty-one per cent of all central 
cooling systems sold in 1956 went in with 
gas heat! This is a ready-made market 
for us.” (The total number of residences 
heated by gas as of the date of the AGA 
report already cited was 17.9 million.) 
Approximate gas usage, assuming a 
typical distribution of available gas air- 
conditioning equipment, in any given 
community is 23 to 24 cubic feet per ton 
for each hour of full load operation. 


HERE are a host of sound economic 

reasons why gas utilities should pro- 
mote gas air conditioning. A combination 
company can push it without shortchang- 
ing its electrical load. As a matter of fact, 
a study made by one gas company showed 
that if a certain public building were to 
install gas air conditioning, the electrical 
company would receive additional reve- 
nue of $2,200 and the gas company would 
receive only $1,600. 


"THE industry has no aspirations to become the dominant factor in 
home air conditioning—at least under existing conditions—according 
to spokesmen. However, it does want enough of the summer cooling 


load to keep the pipelines filled the year round, and to protect its 
winter heating load. This can be a considerable figure, in term of 
numbers of homes heated and cooled, but when it is considered that 
fewer than 5 per cent of American homes now have central air con- 
ditioning, and that new homes are being added by the million or more 
each year, gas could move in on several hundreds of thousands of 
homes and still leave a big field for electric-operated equipment.” 
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“Central air conditioning represents 
one of the greatest untapped market po- 
tentials in America today. Air condition- 
ing in the broadest meaning of the term 
is becoming accepted as an integral part 
of our American way of life. Tomorrow 
America will live in air-conditioned com- 
fort—offices, homes, shops, factories, 
cars... even sidewalks. . . . The demand 
is for all-year ‘climate control’ . . . cooling 
in summer, warmth in winter, with hu- 
midity control the year ’round.” 


Other AGA Promotion 


i pote promotional activity, aimed at 

the general public, which has marked 
the first all-out year of AGA promotion 
of gas air conditioning, includes the use 
of 40 full-page advertisements in national 
consumer magazines and sponsorship of 
TV commercials on “Playhouse 90.” In 
addition to this Arkla (which late last 
year purchased the air-conditioning por- 
tion of the shaking Servel Company) con- 
ducted a broad program of national and 
co-operative advertising, and some local 
gas companies went out for the gas air- 
conditioning business through advertis- 
ing in local newspapers and via TV and 
radio. 

Arkla Air-Conditioning Corporation, 
a subsidiary of Arkansas Louisiana Gas 
Company, got into the air conditioner 
manufacturing business as a result of the 
industry’s desire for a marketable prod- 
uct to use its fuel. It scheduled production 
of 7,000 Arkla-Servel residential units 
this year, and is expected to achieve the 
goal before year end. Of these, gas utility 
companies throughout the country were 
committed to purchase 4,600. In 1957, 
total residential installations of gas air 
conditioners totaled 1,535, and fewer 
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than 1,000 were installed in commercial 
and industrial applications. 

Arkla, which went on a six-day week 
in August to fill its orders, is preparing to 
step up production to 20,000 units a year, 
“as the market develops,” and is “study- 
ing how units up to 700-ton capacity can 
be produced,” it is revealed in the annual 
report of the parent company. 


Equipment Limited 


U to now there has not been much va- 

riety for the gas industry to offer 
residential buyers, which accounts, of 
course, for the industry’s research pro- 
gram as well as those of some of the indi- 
vidual companies, and as recently as three 
years ago a spokesman for one of the de- 
veloping companies is considered to have 
expressed the opinion of a large segment 
of the industry when he said: 


The greatest danger faced by any 
company interested in manufacturing 
and selling gas air-conditioning equip- 
ment is that it may be tempted to rush 
into production before being certain 
that its product is thoroughly proved. 
To do so would be to run the risk of 
giving the manufacturer as well as the 
gas industry a black eye.? 


Since that day, however, great devel- 
opmental steps have been made, and, as 
noted above, the gas industry has decided 
not to wait for an “ideal” residential unit, 
but to promote what it has, which is pri- 
marily the Arkla-Servel “Sun Valley” 
year-round unit. Another brand, the 


2 Sheldon Coleman, president of Coleman Com- 
pany, Inc., as quoted in “Gas Air Conditioning, To- 
day and Tomorrow,” by George S. Jones, Jr. Pus- 
Lic UTILITIES ForRTNIGHTLY, October 25, 1956, Vol. 
58, No. 9, pp. 678, 681. 
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Best Air-conditioning Prospects 


JITTHERE are more than six million forced warmed-air gas-heating systems in use, 

of which 4.5 million furnaces were designed for gas, and nearly two million are 
equipped with gas conversion burners. ‘These are our best prospects in the replace- 
ment market for the sale of gas year-round air-conditioning equipment or the ad- 
dition of supplementary cooling equipment. Eighty-one per cent of all central 


cooling systems sold in 1956 went in with gas heat! This is a ready-made market 

for us.’ (The total number of residences heated by gas as of the date of the AGA 

report ... was 17.9 million.) Approximate gas usage, assuming a typical distribu- 

tion of available gas air-conditioning equipment, in any given community is 23 to 
24 cubic feet per ton for each hour of full load operation." 





Weatherbuster, has been produced in lim- 
ited quantities for some years in Okla- 
homa, but its distribution has been limited 
mostly to the Southwest. This is a gas 
engine-driven, air-cooled condensing unit. 


HE Arkla absorption unit, while no 

newcomer to the field, has not been 
available too long—although development 
work started in 1934, it did not get into 
production until after the war with a unit 
utilizing a steam generator to activate 
the absorption cycle. A direct-fired year- 
round unit was introduced in 1955, and 
this is the unit being produced now in 3.5- 
and 5-ton models. 


But it is a water-cooled unit, and this 
fact probably has retarded its public ac- 
ceptance, since most electric-powered res- 
idential units now have air-cooled con- 
densers, and also since many municipali- 
ties have begun to frown on units requir- 
ing water for cooling. 

And while this unit is the mainstay of 
the gas industry’s program today, it is 
watching with interest field tests of air- 
cooled absorption units developed by oth- 
er companies, notably Carrier Corpora- 
tion’s Bryant division, which uses a gas- 
fired remote refrigeration system supply- 
ing chilled water to a coil in the heating 
system. 
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AGA Research Projects 


wrong other research projects are 

being carried on under the aegis of 
AGA, with five types appearing to be the 
“front runners” at this time. These in- 
clude: 

Engine-driven compressor. This is be- 
ing developed by at least two companies. 
D. W. Onan & Sons, Inc., is working on 
a 5-ton air-cooled package in a co-opera- 
tive development with AGA. The project 
was turned over to AGA by the Coleman 
Company of Wichita, Kansas, which had 
spent almost a million dollars on it (as 
well as other gas-using applications). 
Also working on a similar project is Con- 
tinental Motor Corporation. 


Open-cycle wet absorption. This also is 
a project begun by the Coleman Company. 
The method involves drying the hot, hu- 
mid air of the home or office by exposing 
it directly to a triethylene glycol, which 
absorbs moisture, then removing some 
heat by a coil and cooling tower, and 
further cooling by passing the air through 
a water spray. 

Free piston unit. This is one of the most 
interesting of the research projects, as 
well as one of the most promising, be- 
cause of its simplicity of design. This 
type of unit is primarily a cylinder con- 
taining a “free” piston—not attached at 
either end to a connecting rod, shaft, or 
other moving part. At one end of the en- 
closed cylinder is a combustion chamber 
for gas; at the other end, a compressor 
for refrigerant. Gas combustion in the 
“engine” end drives the piston so that it 
becomes a “compressor” at the other end. 
It is this utilization of conventional re- 
frigerant, plus the fact that it has few 
moving parts (no bearings, valve gear, 
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etc.) and no too critical fits, which lead 
developers to place considerable hope in 
this configuration for residential and per- 
haps other air-conditioning applications, 


J ET PuMP. This principle was initially 
developed, and five units were tested 
by Rheem Manufacturing Company, Chi- 
cago. In this application, vapor flowing 
through a tube creates a low-pressure 
space or area in which deionized water 
vaporizes. Thus far this extremely simple 
(in theory) project has been stymied by 
lack of an efficient pump capable of deliv- 
ering about 100 pounds of water per hour 
from low-pressure to high-pressure side. 
Swiss sorption unit. Similar to open- 
cycle wet absorption application, this unit 
dries air to an extremely low relative 
humidity then cools it by evaporating 
moisture in the dried air. Several varia- 
tions are being studied, but it is still defi- 
nitely in the laboratory. 

While these are primary applications 
now in research, others have been sug- 
gested, and may be added to the projects 
in work. 


Outside Groups Show Interest 


 gelnlesemaa the two major technical 

societies of the refrigeration and 
air-conditioning industry are taking a 
lively interest in the developments in gas 
air conditioning, and at a joint session in 
Minneapolis during the past summer 
heard a number of speakers on the subject. 
The two societies—American Society of 
Refrigerating Engineers and American 
Society of Heating and Air-Conditioning 
Engineers (now studying a merger plan, 
incidentally )—-were told by G. B. Priester 
of Baltimore Gas & Electric Company 
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that “The future of gas for air condition- 
ing looks much brighter than in the past,” 
and that sales of gas equipment through 
May this year were up 400 per cent over 
1957 totals. 

Other speakers at the joint session in- 
cluded Robert B. Smith, manager of air- 
conditioning research for AGA, who re- 
viewed the industry’s research projects; 
B. A. Dmitrieff, senior engineer, Consoli- 
dated Edison Company, who discussed 
steam turbines for driving centrifugal 
compressors on big installations; and J. 
F. Moore of the Lone Star Gas Company, 
Dallas, who spoke about large absorption 
systems. 


x significant of the recognition from 
outside the gas industry is the fact 
that the Air-Conditioning and Refrigera- 
tion Institute, trade association of the in- 
dustry and recognized authority in the field 
of industry standards for air-condition- 
ing and refrigeration equipment, just a 
few months ago issued the first ARI 
Standard ever produced covering “heat- 
operated” unitary air conditioners. “Uni- 
tary” is the term applied to residential- 
type equipment, smaller than large sys- 
tems for most commercial and all indus- 
trial applications, larger than room units. 

The new publication, ARI Standard 
250-58, applies to units “whose major 


q 


e 


energy input is in the form of heat— 
either directly from gas or oil combustion, 
or from such energy sources as hot water, 
steam, or electric resistance units.” 


Some Merchandising Problems 

O* the subject of merchandising resi- 
dential gas air conditioning to the 
public at local utility level, there are still 
a couple of major stumbling blocks in so 
far as existing types of equipment are 
concerned. The first is that a large seg- 
ment of the public is not even aware that 
gas air conditioning exists; the other is 
that the initial cost of installation is con- 
siderably higher than electric equipment. 
Many local companies, however, are 
meeting these problems, with the aid of 
AGA’s overall promotion program, and 
through their own merchandising efforts. 
The national and co-operative advertising 
that has appeared in 1958 has helped con- 
siderably to acquaint the public with the 
fact that gas air conditioning is here, and 
the gas industry can depend on a lot of 
word-of-mouth advertising as soon as the 
ball gets rolling. A survey by the Du Pont 
Company a couple of years ago showed 
that the greatest single “sales aid” for air 
conditioning was exposure—in the homes 
of neighbors and friends—to the comforts 
of comfort cooling. The gas utilities can 
count on this “exposure” element as soon 


".. « two major technical societies of the refrigeration and air-condi- 
tioning industry are taking a lively interest in the developments in gas 
air conditioning, and at a joint session in Minneapolis during the past 
summer heard a number ot speakers on the subject. The two societies 


—American Society of Refrigerating Engineers and American Society 
of Heating and Air-Conditioning Engineers (now studying a merger 
-“ incidentally|}—were told by G. B. Priester of Baltimore Gas & 
lectric Company that ‘The future of gas for air conditioning looks 
much brighter than in the past,’ and that sales of gas equipment 
through May this year were up 400 per cent over 1957 totals." 
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as they get some installations made, be- 
cause of the novelty of gas air condition- 


ing. 


tye portfolios have been com- 
piled by AGA for use by local sales- 
men, covering advantages of both residen- 
tial and commercial gas cooling, and, as in- 
dicated previously, the big initial drive will 
be to air condition those homes already 
heated with gas. 

To offset the higher initial cost, gas 
utilities are shown how to talk up the 
lower operating cost of gas units. N. K. 
Hall, manager of the air-conditioning and 
refrigeration division of Ready-Power 
Company, Detroit, contends that “operat- 
ing costs (of a gas unit) will run from 
one-tenth to one-half that of an electrical 
unit.” 

In addition, many local utilities 
throughout the country are offering spe- 
cial “summer rates,” aimed directly at 
wooing the air-conditioning business. A 
recent issue of the Gas Air-Conditioning 
Newsletter, published by the AGA Pro- 
motion Committee, lists several dozens of 
companies which are pushing gas air con- 
ditioning through these special rates. 
Most of them start scaling downward aft- 
er consumption of normal summer vol- 
ume, so that in effect they are truly an 
inducement to install gas cooling. 


Air-conditioning Departments 


HE AGA booklet “Steps to Success,” 
wr.» already quoted, gives local utilities 
some advice on how to get set up to mer- 
chandise gas air conditioning under a 
subheading “How You Can Do It.” The 
recommendation reads, in part: 


Many utilities, both large and small, 
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have established special air-condition- 
ing departments. Other utilities make 
year-round air conditioning the respon- 
sibility of their heating and air-condi- 
tioning department. As gas air condi- 
tioning grows in scope and importance, 
it is likely that more and more compa- 
nies will establish separate . . . depart- 
ments. 

Whichever plan a company adopts, 
results of the (AGA) survey indicate 
it is important that all problems and 
decisions relating to air conditioning be 
referred to the air-conditioning de- 
partment. 

Many of the utilities replying to the 
AGA survey indicated that the person 
responsible for the company’s air-con- 
ditioning program reported direct to 
the vice president in charge of sales... 
or to the general sales manager. Air 
conditioning in sales-minded utilities is 
far from being a stepchild shoved in 
some dark corner... . 

Utilities seemed evenly divided as to 
whether the air-conditioning service 
manager should report to the head of 
the air-conditioning program or direct 
to the head of servicing. The trend in 
utilities with more established programs 
seems to be to consolidate all air-condi- 
tioning activities—service as well as 
sales—in one department. There are so 
many features of air conditioning that 
apply primarily to the field of heating 
and cooling that there certainly seems to 
be justification for this trend. 

But the main point, the chief aim of 
any company’s air-conditioning pro- 
gram—whether a new program or an 
expanding one—should be a clear dec- 
laration of policy by top management 
outlining for all employees the compa- 
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ny’s and the industry’s vital dependence 
on air conditioning for future growth 
and profit. 


Business Developments 

_ most of the developmental and 

promotional work is being conduct- 
ed in the residential field, where the threat 
of the “all-electric home,” as well as the 
heat pump and other forms of electric 
heat, is greatest, the gas industry is not 
neglecting the commercial and industrial 
field, although it already has a more firm 
toehold in the field of the big systems than 
in residential installations. 

Large gas absorption machines now are 
being made by at least two companies in 
the air-conditioning business, with more 
planning to enter the field. Steam-powered 
centrifugal combination, which, according 
to Mr. Dmitrieff of Consolidated Edison, 
has a lower operating cost than either 
steam absorption or electric drive. 

Also in this field of large equipment are 
the Ready-Power Company’s_ engine- 
driven compressor units ranging up to 76 
tons, and one or two others which may be 
expected to start production next year. 


Primary Market 
B” the big field for the current activ- 
ity is residential gas air conditioning, 
and the gas industry already has estab- 
lished a defensible beachhead. The indus- 
try has no aspirations to become the 
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dominant factor in home air conditioning 
—at least under existing conditions—ac- 
cording to spokesmen. However, it does 
want enough of the summer cooling load 
to keep the pipelines filled the year round, 
and to protect its winter heating load. This 
can be a considerable figure, in terms of 
numbers of homes heated and cooled, but 
when it is considered that fewer than 5 
per cent of American homes now have cen- 
tral air conditioning, and that new homes 
are being added by the million or more 
each year, gas could move in on several 
hundreds of thousands of homes and still 
leave a big field for electric-operated 
equipment. 


n fact, Air-Conditioning and Refriger- 
ation News, authoritative publication 
of the industry, which has surveyed the 
gas-cooling programs thoroughly, feels 
that the “impact of the gas industry’s 
campaign on the public will probably bene- 
fit the entire air-conditioning industry, 
even the heat pump perhaps. Although 
some gas air conditioners may be sold at 
the expense of electric units, this addition- 
al advertising and selling effort cannot but 
help convince more people of the benefits 
of air conditioning regardless of whether 
it is gas or electric powered.”® 





8“Gas Cooling Drive Could Benefit All,” by C. 
Dale Mericle (associate editor), Air-Conditioning 
and Refrigeration News, June 9, 1958, Vol. 84, No. 
Ope i: 





— recessions pass away, but debased money and en- 
trenched bureaucracy tend to remain indefinitely. Yet the 












nation and the world will be vulnerable to these threats as long as 
men cling to the delusion that a government of limited powers can 
manipulate an economy of private enterprise into a state of per- 


petual boom.” 
—Excerpt from Current Business Survey, 


Guaranty Trust Company. 
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Adequate Stand-by Capacity? 


A down-to-earth, practical exposition of a difficult prob- 

lem. Not only are suggestions made for determining what 

adequate stand-by capacity should be, but a six-point 

procedure is outlined enumerating intelligent steps to 
achieve adequate stand-by capacity. 


'¢4 HAT is adequate stand-by capac- 
ity?’ Stand-by for what? It 
makes a lot of difference. Is it: 

(a) For the complete loss of natural 
gas supply extending over a long period of 
time; or is it 

(b) For the complete loss of natural 
gas supply such as a pipeline failure that 
can be repaired in a matter of hours; or is 
it 

(c) For the loss of one natural gas line 
out of two or more, restricting the supply 
of natural gas but not cutting it off com- 
pletely ; or is it 

(d) For a shortage of natural gas be- 
cause of too great a demand for the 
natural gas supplier to deliver? 

Another question is, “What is eco- 
nomically sensible and what is the re- 
sponsibility to the customer?” Let us look 
at a few fundamentals before getting into 
the real subject matter. 
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The gas industry is now rated at about 
the fifth largest in the United States 
on the basis of capital investment. It is an 
old industry as industries in this country 
go, being first started in this country in 
Baltimore in 1816. Gas was first used 
for lighting, then for cooking, then 
for water heating, then refrigeration, 
then space heating, and now for air 
conditioning and for incineration. In 
addition, industrial uses of all kinds and 
types have been added. In spite of the 
prophets of gloom both inside and outside 
the industry in this country, it has retained 
and increased gas sales in all of these cate- 
gories except the lighting load and some 
refrigeration. 

Even these two items are now staging 
a comeback. Remember that the electric 
industry lost the electric automobile, the 
electric streetcar loads, and part of the 
electric railroad use, and that arc lamps 
are no longer installed. It has developed 
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new uses for its product and has con- 
tinued to grow. The gas industry has 
done the same thing. 


Growth Adds Responsibilities 


HE gas industry cannot expect to 

grow by adding additional customers 
and additional uses for its product with- 
out assuming additional responsibilities. 
And it must accept and meet these re- 
sponsibilities if it wishes to continue to 
merit the confidence of the public. It builds 
additional main and services for new cus- 
tomers. 

Why should it not build additional 
stand-by for these new customers also? 

In the earlier days in the industry, if 
the pressure were low or the gas supply 
were cut off, there were candles, kerosene 
lamps, coal stoves, and other alternate 
means at the customer’s disposal that 
would tide him over until the normal gas 
supply was restored. Now the picture has 
changed primarily with the addition of 
the heating load, and more especially in 
the northern parts of the United States, 
such as New England and my own area 
in northern New York state. 

People will go without lights for a time, 
but believe me, they won’t endure cold at 
all if they can help it. Besides that, water 
freezes at 32 degrees Fahrenheit, and any 
failure in fuel supply that causes the pip- 
ing in a building to freeze and burst en- 
tails extremely serious hazards and finan- 
cial loss. 

Any such catastrophe results in great 
harm to the gas company involved and to 
the gas industry in general. 

Gas is a very competitive business and 
any failure in service is given great public- 
ity by the press, radio, television, and by 
competitors. During the extreme cold 


weather this past February the news agen- 
cies made much ado about the shortage of 
gas in one very small community in Ken- 
tucky. Later it was learned that this com- 
munity had its own production which 
proved somewhat inadequate during the 
extreme weather. But remember, nothing 
was said about the millions and millions 
of gas customers that had all the gas they 
wanted when they wanted it. 
Progressively taking on the heating 
load, the gas industry must also accept 
the responsibility of providing ample and 
continuous service or else incur disastrous- 
ly serious consequences to its companies 
and to the entire gas industry. The serious- 
ness of this responsibility has crept upon 
it so slowly, as space heating has been 
added and gas has been taken from long- 
distance pipelines, that many companies 
have not been fully aware of the situation. 


\., thing that has changed over 

the years is the method of supply. 
When gas was manufactured, the space- 
heating load was small and all of the means 
of gas production were under company 
control. If a water-gas generator were 
lost, the spare set was started up. If there 
was not enough spare capacity, the stock 
in the holder was used and was started up 
overtime. Efforts were made to repair the 
lost machine. 

Today a company has to depend on its 
natural gas transmission supplier to bring 
gas hundreds, yes, even thousands, of 
miles over all kinds of terrain, through all 
kinds of weather, and under high pressures 
in the quantities that are required. No 
longer is the supply in a company’s hands. 
If a failure occurs, it must face the criti- 
cism, the grief, and the wrath of its cus- 
tomers, not the transmission company. 
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Gas transmission companies, however, 
have accepted their responsibilities in full 
and have done an excellent job in main- 
taining a continuity of supply. Facts are 
facts, though. Distribution companies have 
a far more serious condition on their hands 
than was the case before space heating was 
added to their systems and when the gas 
supply to their customers was under their 
own control. 

These are the reasons why adequate 
stand-by capacity is such an important 
factor in the overall service to communi- 
ties and why it affects a company’s re- 
sponsibilities to its customers. 


Stand-by Economics 

W= is economically justified ? It goes 

without question that gas company 
people would all sleep better on that cold- 
est night in winter if they knew that they 
had a 100 per cent back up for their gas 
supply. Everyone would like to have a 100 
per cent stand-by. This is economically im- 
possible, except in a very few rare cases. 
The greatest need for a complete back up 
is in the coldest areas of the country where 
a failure in gas supply would result in the 
greatest human suffering, property loss, 
and resultant customer dissatisfaction. 
Here, in these same areas, the percentage 
of the total gas load that is for heating 
is the greatest. As a result the daily load 


q 


€ 


factor is the poorest, and the ratio of 
stand-by investment high in relation to an- 
nual sales. It is unfortunate that these 
same areas are the farthest from the 
natural gas supply, are not generally 
blessed with storage fields, and, of course, 
have the highest cost of natural gas, mak- 
ing competition extremely keen. 

Because of this competition it is very 
difficult to obtain the necessary money to 
provide stand-by capacity. If a company 
spends too much, it prices itself right out 
of the market. If it does not have any 
stand-by capacity and does not spend any 
money to install some, it takes the chance 
of having a catastrophe on its hands—a 
black eye for the company and the indus- 
try. Somewhere in between these two ex- 
tremes is a reasonable answer in view of 
all facts. 


Pipeline or Equipment Failure 

a before was the point that 

it made quite a difference what you 
are providing adequate stand-by capacity 
for. Now the first item mentioned was the 
complete loss of natural gas supply for a 
long period of time—weeks or months— 
because of pipeline or equipment failure. 
The chances of this type of failure in 
natural gas supply are extremely remote 
because of the large number of sources of 
gas and the multiplicity of pipelines that 


"FOR many, many years before the advent of natural gas, gas com- 
panies found it necessary to use low-pressure gasholders to even out 
the daily load factor on the generating equipment. Then it was felt 
more prudent and economical to put in the investment and equipment 


to install these low-pressure gasholders instead of installing the neces- 
sary gas-generating equipment to meet the instantaneous gas de- 
mands of customers over the day. Electric competitors have always 


had this problem of instantaneous demand. If + 
tricity in holders as gas companies can store gas, 


would be a lot worse than it is now." 
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are interconnected. The transmission com- 
panies must guard against such a situation 
to their utmost ability, if for no other rea- 
son than that loss in revenue would seri- 
ously affect the financial stability of their 
companies. It would be inadvisable, and in 
most cases financially impossible, for a dis- 
tribution company to provide the 100 per 
cent stand-by that would be necessary to 
meet such a contingency. 

The next reason that makes adequate 
stand-by capacity necessary, is when the 
natural gas supply is completely inter- 
rupted, such as a pipeline failure. Here 
suddenly, there is no gas and it is bitter 
cold outside. What can be done? 

Well, if it is a pipeline break, it is safe 
to assume that it will be only a matter of 
a few hours before the transmission com- 
pany will have the line repaired. It is an 
expert in this type of trouble, having the 
know-how, materials, and equipment to 
make a rapid restoration of service. In the 
meantime, if the distribution company has 
natural gas storage of sufficient volume to 
meet the gas demand for a short time, it 
will be able to activate its oil-gas produc- 
tion equipment or propane air. These, in 
turn, if of sufficient capacity, can keep gas 
pressure on the system until the transmis- 
sion line can be repaired and restored to 
service. Maybe these substitute gases are 
not completely interchangeable, but they 
will provide that all-important heat. 


r the failure of the transmission com- 

pany’s equipment is in a compressor 
station, the problem for the distribution 
company should be much less than with a 
pipeline break, since it is general practice 
to have valve arrangements so that indi- 
vidual compressor stations on a transmis- 
sion system can be bypassed. Then, while 


the volume of gas available may be less 
due to the loss of the compressor station, 
nevertheless a substantial volume of gas 
can normally be delivered without the use 
of the stricken compressor station. Here 
again the use of the distribution company’s 
natural gas storage should be sufficient to 
take care of the immediate demands and 
will give the distribution company oper- 
ating personnel the time needed to activate 
the oil-gas or propane-air equipment. 


Emergency Facilities Needed 


oo for this type of difficulty 

with the normal natural gas supply, 
the facilities necessary to meet the emer- 
gency are as follows: 


1. If possible a duplicate natural gas 
line or supply of natural gas, each sup- 
ply independent of the other. 

2. At least sufficient natural gas stor- 
age and compressor equipment by the 
distribution company to carry the total 
gas load for a period of time that would 
be needed to activate oil-gas or propane- 
air equipment. This equipment should 
be of sufficient capacity to carry the en- 
tire gas load for a period of a few hours 
—long enough to enable the transmis- 
sion company to repair the damaged 
equipment. Of course, the greater vol- 
ume of natural gas that can be kept on 
hand the better it will be when the 
emergency occurs. 


Low-pressure Holders 


b pod will note that a supply of natural 

gas in local storage, either in holders, 
pipes, tanks, caverns, or otherwise, is very 
essential in the initial phases of the trouble. 
Here are a few words about old low-pres- 
sure holders. 
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For many, many years before the ad- 
vent of natural gas, gas companies found 
it necessary to use low-pressure gasholders 
to even out the daily load factor on the 
generating equipment. Then it was felt 
more prudent and economical to put in the 
investment and equipment to install these 
low-pressure gasholders instead of in- 
stalling the necessary gas-generating 
equipment to meet the instantaneous gas 
demands of customers over the day. Elec- 
tric competitors have always had this prob- 
lem of instantaneous demand. If they 
could store electricity in holders as gas 
companies can store gas, electric competi- 


tion would be a lot worse than it is now, 

Yet, having these low-pressure holders 
already built and operating on manufac- 
tured gas, as soon as natural gas arrived 
on the scene, many companies tore these 
holders down—destroyed this much stand- 
by capacity—threw this much invested 
capital in the rate base out the window, 
even though with natural gas their therm 
capacity was approximately twice what it 
was with manufactured gas. Why? Sure- 
ly I do not know the local problems, but 
except in a few very special cases, it 
seemed a shame to throw this much stand- 
by away. Certainly a well-maintained gas- 








Space Heating Means More Responsibilities 


a i ODAY a company has to depend on its natural gas transmission supplier 
to bring gas hundreds, yes, even thousands, of miles over all kinds of 
terrain, through all kinds of weather, and under high pressures in the quantities 
that are required. No longer is the supply in a company’s hands. If a failure 
occurs, it must face the criticism, the grief, and the wrath of its customers, not 
the transmission company. Gas transmission companies, however, have ac- 
cepted their responsibilities in full and have done an excellent job in main- 
taining a continuity of supply. Facts are facts, though. Distribution companies 
have a far more serious condition on their hands than was the case before 
space heating was added to their systems and when the gas supply to their 
customers was under their own control." 
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holder has an exceedingly long life. Of 
course, everyone knows that with the heat- 
ing load rapidly increasing, the ratio of 
the storage capacity of these holders to 
the total load was less than with manu- 
factured gas, but is that any reason for 
throwing this amount of stand-by away? 
I do not think so. 


Rochester Gas & Electric 


H™ is what the Rochester Gas & Elec- 
tric Corporation has done about 
stand-by capacity. Because it has a rather 
peculiar setup, one that has few parallels, 
the story may not have wide application. 
It will, however, show an approach to the 
stand-by problem. 

My company serves a metropolitan area 
of approximately one-half million people. 
This area is growing at a reasonably mod- 
erate rate. For a number of years gas sales 
have increased at about 8 per cent a year. 
At the present time there are 150,000 gas 
customers, 60,000 of whom have gas house 
heating. 

Stand-by capacity is extremely impor- 
tant to us, as we are the last customer on 
the end of a 100-mile line coming from 
Pennsylvania. In case of a gas shortage, 
all the other utility customers on this 
natural gas line could take whatever vol- 
ume of gas that they needed, and we would 
have to take what was left. This situation 
worried us a great deal. This, together 
with some other considerations, convinced 
us that we should keep as much back up to 
our entire gas system as we could reason- 
ably justify. For many years our gas sup- 
ply came through this one line. After 
much perseverance we persuaded our sup- 
plier to install a completely independent 
parallel line. 

Approximately 80,000 of our gas cus- 


tomers, all located within the city limits 
of Rochester, are supplied with a 537 Btu 
gas. This gas is normally made by reform- 
ing natural gas. In case of any interrup- 
tion or reduction in the supply of natural 
gas to our reforming units, we can pro- 
duce an interchangeable gas using our 
carbureted water-gas machines. Also, our 
reforming units are equipped to operate 
using naphtha in place of natural gas for 
reforming. We have 14 million cubic feet 
of water-sealed gasholder capacity also in 
reserve for this system. 


Ov our maximum day during this past 
winter, the send-out on this system 
was 72,943,000 cubic feet. To meet this 
send-out we used 39,589,000 cubic feet 
of natural gas for reforming and enrich- 
ment. If we had a natural gas pipeline 
failure at any time during this peak day, 
we would have been able to immediately 
draw upon our holder stock of gas. Our 
reforming plants would have been changed 
to naphtha operation and our water-gas 
machines would have been started. Using 
our production equipment and our gas 
stock we could have satisfied our gas load 
on this system for six hours. This is a 
rather tight schedule, so we are now taking 
steps to provide greater reserve stand-by. 
Incidentally, we carry on hand 130,000 
gallons of naphtha, 660,000 gallons of gas 
oil, and 6,000 tons of coke for the emer- 
gency production of gas with the afore- 
mentioned gas-producing equipment. 


Natural Gas System 
W: also operate a straight natural gas 
system serving 70,000 customers. 
These customers are located principally in 
the suburban areas surrounding the city of 
Rochester proper. On the maximum day 
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send-out this past winter we sent out 68.7 
million cubic feet of natural gas on this 
system. While we have propane-air stand- 
by on this system for emergency use, it is 
quite doubtful if it would have been neces- 
sary to use this stand-by due to pipeline 
failure, since, as I mentioned before, our 
natural gas supplier, the New York State 
Natural Gas Corporation, now has dupli- 
cate lines from the Pennsylvania storage 
fields to our purchase points some 15 miles 
from Rochester. From this point we have 
three lines supplying gas to our load cen- 
ters. 

These lines, combined with a complete 
loop system around the city of Rochester, 
allow us to lose any one line belonging to 
our supplier or any one of our own lines 
without affecting our customers, except 
possibly a limited number that might be 
fed by one or two district regulators tak- 
ing off the particular section of the line 
affected. Even here we are well looped. 
Our supplier also has an emergency con- 
nection with a Tennessee Gas Transmis- 
sion line supplying New England at a 
point only 10 miles before our metering 
station. 


N this same maximum day we pur- 
chased from our supplier 108,280,000 
cubic feet of natural gas to supply these 


two systems. Utilizing our stand-by facili- 
ties, our supplier could have lost the larger 
of the two lines supplying us, and we 
would have had available sufficient natural 
gas to carry us through this maximum day 
without restricting any of our customers, 
industrial or otherwise. 

In the foregoing description of our 
stand-by facilities we assumed a complete 
failure of any one pipeline on the maxi- 
mum day during the past winter. If, in- 
stead of a pipeline break, we had merely 
experienced a shortage of supply, we were 
prepared, by means of the operation of 
these same gas-producing facilities, to take 
a material reduction in gas supply for a 
period of many days without affecting our 
customers. On the peak day the reduction 
in natural gas supply could have been as 
much as 28 per cent, or 31 million cubic 
feet out of the 108,280,000 actually pur- 
chased. 


Just One Weak Feature 

Rr“ this description of our gas system, 

you can see that we are quite well pro- 
tected against any foreseeable emergency 
that might be experienced. The weakest 
link in our entire system—one that, should 
it fail, would cause the most concern—is 
the natural gas pipeline supplying our re- 
forming plants. This line is less than four 
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ing this past winter, the send-out on this system was 72,943,000 cubic 
feet. To meet this send-out we used 39,589,000 cubic feet of natural 
gas for reforming and enrichment. If we had a natural gas pipeline 
failure at any time during this eg day, we would have been able to 


q "ON our [Rochester Gas & Electric Corporation] maximum day dur- 


immediately draw upon our holder stock of gas. Our reforming plants 
would have been + hao to naphtha operation and our water-gas 
machines would have been started. Using our production equipment 
and our gas stock we could have satisfied our gas load on this system 
for six hours. This is a rather tight schedule, so we are now taking steps 
to provide greater reserve stand-by." 
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miles long. We paralleled a portion of it 
last spring, and intend to continue with 
this program. 

So far we have been able to provide a 
very considerable stand-by capacity at a 
very low investment cost, principally by 
continuing to utilize our old water-gas 
machines and wet-seal holders. 

Recently we found several places in our 
distribution system where we can ma- 
terially improve our overall situation with 
very minor expenditures of money. This is 


- good business. Are you sure that your 


company cannot do the same thing? It is 
worth looking into. After all, what every 
company is looking for is continuity of gas 
service to its customers. If it can go at 
least part of the way by eliminating con- 
ditions on its systems that would be diffi- 


cult to repair in case of failure, by looping: 


transmission or distribution lines, or by 
providing interconnections between lines, 
is this not providing stand-by capacity? 


Six-point Procedure 
N™ what should a company do about 
adequate stand-by capacity? What 
is a reasonable procedure to follow and 
still meet responsibilities ? 

First, it is economically impossible and 
unnecessary to provide stand-by for a 
complete failure of supply for a period of 
days or weeks. 

Second, a company should talk with its 
natural gas suppliers and ascertain from 
them, to the extent possible, how long it 
would take their maintenance crews to re- 
pair a pipeline failure on their system at 
the most difficult location where the entire 
gas supply to us depends upon one line. 
Of course this estimate should assume bad 
weather conditions. This should be done 
now before any emergency occurs. Based 


upon this estimate, sufficient gas in stor- 
age at the point of use should be provided 
to meet send-out for the period of time 
the natural gas supply will be shut off; or, 
in the alternative, sufficient gas in storage 
should be provided to enable operating 
personnel to activate sufficient oil-gas or 
propane-air equipment to carry the gas 
load over the emergency period. Once this 
type of situation has been satisfied, any 
lesser kind of failure or restriction in sup- 
ply can be easily provided for with the 
same equipment that is available for a 
pipeline failure. 

Third, wherever it can be done, a com- 
pany should parallel or loop a single line 
of supply. Frequent cross connections 
should be provided between parallel lines. 
These should be so arranged that a failure 
in a cross connection does not take out 
both lines. This can be simply and easily 
done. Of course, emergency connections to 
an alternate source of supply should be 
provided wherever possible. 


| aw distribution systems should be 
carefully surveyed to locate vulnerable 
spots that, in case of failure, could prove 
difficult and time-consuming to repair. Ef- 
forts to loop long distribution supply lines 
should be made wherever possible. A fail- 
ure in one of these lines, while easier to re- 
pair because of lower pressures ordinarily 
used, would cause just as much hardship 
for a few customers as a main transmis- 
sion line failure would cause thousands of 
customers. Such a survey can be made to 
correct any undesirable conditions while 
the load is light, the weather good, and 
there is plenty of time to do the job. 
Fifth, methods of pipeline repair should 
be carefully checked. Our emergency re- 
pair crews should have the latest and best 
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equipment available and the know-how to 
use this equipment. There have been tre- 
mendous advances made in recent years 
in equipment that make emergency repairs 
easier, quicker, and less hazardous. The 
necessity of shutting a line down while re- 
pairs are being made is far less frequent 
than was the case a few years back. A 
check should be made to be sure that an 
adequate stock of repair materials are on 
hand ready for immediate use. 


Spies distribution systems should be 
studied also, to be sure that it is possible 
to divide the distribution system into sec- 
tions should the need arise. This point can 
be illustrated by relating an actual occur- 
rence that happened a few years ago. A 
natural gas pipeline supplying a medium- 
sized city failed. This cut off the entire 
supply to this city. The distribution com- 
pany had sufficient gas in storage to carry 
the entire city for a few hours. The trans- 
mission company needed only a short time 
longer than the gas supply would last to 
restore the line to service. The gas in stor- 
age was delivered to the entire city as long 
as it would last and then everybody was 
out of gas. There were over 40,000 cus- 
tomers out of gas, and it was cold. Very 
shortly after the gas supply was exhausted 
the pipeline was back in service, but it was 
days before gas service was restored to 
the entire community. As a result, there 
were many investigations of the company 


by the governor, the legislature, and the 
city officials, and all of this hurt the dis- 
tribution company. It seems sensible to 
say that, knowing from the transmission 
company that the city was sure to go out 
of gas, if the distribution company had 
split the system and let one-half the city 
go out of gas there still would have been 
one-half of the city that would not have 
been lost, and the time necessary for 
restoration of service would have been 
much less. 

Finally, a gas company should not for- 
get to review its stand-by situation on at 
least an annual basis. Today the trend is 
to add more and more load to lines. It pays 
to continually know how this added load 
is affecting one’s ability to carry out one’s 
responsibility to customers. 

All the various methods of storing gas 
at the point of consumption have not been 
itemized, nor all the methods of producing 
a stand-by gas. Some of the more common 
methods were mentioned as a matter of 
course without covering the field. 


gen its many valued qualities the gas 

industry has always had the reputa- 
tion of providing dependable service to the 
public. It has taken hard work over the 
past 142 years to build this enviable repu- 
tation. It would be foolish indeed to 
jeopardize this priceless inheritance in a 
hurry to reach the pot of gold at the foot 
of the rainbow. 





74 gage open role calls for great skill and caution and for 

a full recognition of the market system as the primary 
force for freedom, economic well-being, and dynamic personal se- 
curity. It should seek tu reinforce rather than replace this system. 
Doubtful cases of government intervention should be resolved in 
favor of individual freedom.” 


OCTOBER 23, 1958 


—GaBRIEL HAucE, 


Former administrative assistant 
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to the President. 





Current and Future Programs of 
The Gas Industry 


Here is a collection of excerpts from statements by gas utility com- 

pany executives and other officials, based on responses to a request 

by the editors for information about their particular company plans. 

It will be found a thoughtful and representative cross section of what 

the gas utility industry is doing and planning at the executive level 
during this period of postwar expansion and inflation. 


Alabama Gas Corporation 
Birmingham, Alabama 


J. H. CHENERY 
Vice President 


s to space-heating load development 
and balance, we hope to continue 
to capture as near 100 per cent of 

this business as we can through attractive 
rates, public acceptance of gas as a fuel for 
heating, and the favorable competitive po- 
sition of gas. I believe you will be interest- 
ed to know that we actively merchandise 
gas air conditioning. (Presently, this is the 
Arkla Servel unit only but we do not 
necessarily expect to confine our future 
sales to this one manufacturer.) It is our 
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aim, by publicizing and promoting gas 
air conditioning, to capture as much of 
this desirable year-around load as we can, 
both in new housing and old construction 
which is being renovated for air condi- 
tioning. 

Starting from a perfectly static position 
early in 1958, there was set up within our 
company an air-conditioning department, 
moneys were appropriated for salaries, 
supplies, advertising, promotion, and in- 
ventory, and the program was under way. 
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We have a quota of 200 units for this 
year, and I am pleased to advise you that 
we are ahead of schedule. There is nothing 
sacred about the quota of 200, however. 
It can easily be exceeded this year; we 
expect at least to double it in 1959, and 
to have it increased in subsequent years 
by appropriate arithmetical progressions. 
According to our president’s, R. A. Pur- 
year, Jr., stated aim, only by having 
an adequate number of air conditioners on 
our lines can we level out the old peaks 
and valleys, common to the gas industry. 
In other words, our space heating is de- 
sirable and we would not have anyone 
think we did not appreciate it, but our 
aim is year-around conditioning, heating 
in winter, cooling in summer. 


N~ as to storage operations. Al- 

though we have had examined for 
us the feasibility of underground storage, 
we have been told that the subterranean 
formations of our area are unsuitable for 
this. We, therefore, had to direct our at- 
tention to propane storage for peak shav- 
ing. Added to our two propane plants in 
Birmingham, another plant was con- 
structed last winter in Montgomery, and 
one is presently under way in Birming- 
ham with it scheduled to go into operation 
in the fall of this year. 


Our gas appliance promotion campaigns 
will follow generally those of the Ameri- 
can Gas Association’s general promo- 
tional planning committee’s Plan Book. 
For instance, in mid-August we kicked 
off our annual old stove roundup. For. 
some years this has been the bell cow of 
our sales year. It normally lasts for ten 
weeks, we go all-out on offering special 
ranges—we merchandise in all of our 
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properties, although in Birmingham we 
sell from our display floors only, not 
through territory salesmen as in our other 
plants—and our customers generally, as 
well as our employees, look forward to 
this annual sale. 


W: will have a pre-Christmas promo- 

tion, now tied in with U. S. Steel’s 
Operation Snowflake, using the phrase, 
“Give Her a Major Appliance for Christ- 
mas.” We will have a laundry and dryer 
promotion in early 1959, followed by a 
spring range campaign, and then a re- 
frigerator campaign in the early summer 
of 1959. All of these will be run in con- 
junction with our associated dealers; we 
will make up dealer brochures; offer aid 
to the dealers in advertising and promo- 
tion; and what seems to be most im- 
portant from this angle, the active assist- 
ance of our dealer co-ordinators and home 
economists. 

Our spring range campaign, which was 
our latest one, was fairly successful. From 
the point of view of company sales, it left 
much to be desired—a complete re- 
organization of our sales force with new 
salesmen being recruited militated against 
us—but from the point of view of dealer 
participation and enthusiasm we were well 
pleased. 

The current recession slowed us down 
in some of our plants—rather we were 
slowed down during it—but in other con- 
struction, which runs us around $4 mil- 
lion per year, went on unabated. Our cur- 
rent construction budget is higher even 
than the last, by some three-quarter million 
dollars. Things look good to us in Ala- 
bama and I, personally, am most opti- 
mistic on the capacity of this company to 
grow as Alabama grows. 


See i ae SA ne 9 why ego 


pate sn 









CURRENT AND FUTURE PROGRAMS OF THE GAS INDUSTRY 


American Natural Gas Service Company 
Detroit, Michigan 


RALPH T. McELVENNY 
Chairman 


HE American Natural Gas Company 
fj omens which includes two distrib- 
uting gas utilities and two interstate pipe- 
line companies, is keeping pace with the 
ever-growing requirements of its cus- 
tomers through continuous purchases of 
gas reserves and expansion of its facili- 
ties. 

Recently one subsidiary, Michigan Wis- 
consin Pipe Line Company, received au- 
thorization from the Federal Power Com- 
mission to expand its capacity by 40 
million cubic feet of gas a day with gas 
from the Laverne field in Oklahoma. This 
new gas field is located only a short dis- 
tance from the Michigan Wisconsin line 
and further development of this field and 
nearby areas is expected to provide sub- 
stantial additional gas supplies for the 
Michigan Wisconsin line in the future. A 
hearing is now in progress before the FPC 
on the division of the Laverne gas among 
the pipeline’s customers. 

The other pipeline affiliate, American 
Louisiana Pipe Line Company, has re- 
ceived the approval of an FPC examiner 
to expand its capacity from 300 million to 
357 million cubic feet a day. The required 
facilities had already been constructed 
and placed in operation under a temporary 
certificate. The examiner’s report allo- 
cated 55 per cent of this gas to Michigan 
Wisconsin and 45 per cent to Michigan 
Consolidated Gas Company, the larger dis- 
tribution subsidiary of American Natural. 
At the same time the examiner denied an 
application by Panhandle Eastern Pipe 


Line Company to abandon its deliveries 
to Michigan Consolidated. 

Michigan Wisconsin has an application 
awaiting decision by the FPC to extend 
service to an additional ten nonaffiliated 
distributing companies in Wisconsin. Gas 
is available for this expansion from an 
earlier allocation of American Louisiana’s 
capacity which reserved nearly 60 million 
cubic feet a day for new markets. If au- 
thorized to serve these markets, Michigan 
Wisconsin would add some 470 miles of 
line extensions and 149 miles of loop 
lines. 


_ NATURAL’S overall construc- 

tion expenditures this year are 
expected to total about $40 million as 
compared to approximately $43 million in 
1957. It is anticipated that expenditures 
next year will be somewhat greater than 
in 1958. 


Both Michigan Consolidated and Mil- 
waukee Gas Light Company, the other 
distribution affiliates, are continuing to 
promote the sale of gas for domestic ap- 
pliances and space heating, as well as 
serving all of the needs of industrial cus- 
tomers on both a firm and interruptible 
basis. 

An interesting and important aspect of 
system operations is the use of depleted 
underground gas-producing reservoirs to 
store great volumes of gas in the summer 
months to meet the heavy winter loads. 
This economical arrangement permits the 
full development of the remunerative and 
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stable house-heating market. To increase 
efficiency, aid in stabilizing customer de- 
mand, and promote the sale of excess gas 
made available by warmer-than-normal 
weather, Michigan Wisconsin has filed 
a demand-commodity form of tariff with 
the FPC, to replace its former flat rate. 


While decreased automotive produc- 
tion has adversely affected industrial gas 
sales in our service areas, this is only a 
temporary situation and sales in other 
service classifications are increasing 
nicely. We are planning continued expan- 
sion. 


Arizona Public Service Company 
Phoenix, Arizona 


W. L. KIMSEY 
Manager, Gas Market Development 


ong saturation of gas space heating 

in our gas service areas is about 
95 per cent. This percentage figure will 
be adjusted when the results of our re- 
cently completed system-wide residential 
appliance survey are available. We place 
no limitations on space-heating installa- 
tions, residential, commercial, or indus- 
trial, and aggressively seek all the gas- 
heating load obtainable on our regular 
gas service rate schedules. 

We do not have local storage facilities 
nor are we planning any. Fortunately, 
our gas supply has been good and the fu- 
ture prospects look excellent. 

During the past six months we have 
concentrated our efforts on selling gas 
air conditioning, residential, commercial, 
and industrial, more than ever before. 


We have sold, this summer alone, 45 
residential air-conditioning units and 805 
tons of commercial refrigeration. Nineteen 
hundred fifty-seven saw 1,475 tons of 
commercial refrigeration added, and we 
expect to exceed 2,000 tons added in 1958, 
when jobs which have been sold but not 
yet installed are completed. Approximately 
14 per cent of our summer commercial 
gas revenues are derived from gas re- 
frigeration. 

Generally, our areas have not greatly 
felt the past recession. New building con- 
struction is continuing at a steady and 
healthy pace. Our gas sales, twelve months 
ending June 30th, are 15.1 per cent 
greater than last year. We are quite op- 
timistic about the future growth picture 
here in Arizona. 


Arkansas Louisiana Gas Company 
Shreveport, Louisiana 


W. R. STEPHENS 
President and Chairman of the Board 


Progress Made with Building Summer 
Gas Sales 


Noga last year Arkansas Louisiana Gas 
Company began a stepped-up pro- 
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gram to build gas sales through the in- 
creased sale of gas appliances, particu- 
larly gas central air-conditioning and heat- 
ing units and an exciting new product, 
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outdoor gaslights. It is a little early to 
assess the results, but, obviously, sales of 
just these two items alone have helped 
substantially to boost our gas volume. 


F= 1958, we are projecting sales on our 
three-state system of nearly 1,500 
year-round gas air conditioners and more 
than 40,000 “gaslites.” These are being 
produced by Arkla Air Conditioning Cor- 
poration at Evansville, Indiana, a new 
subsidiary formed by ALG when it ac- 
quired the air-conditioning division of 
Servel, Inc., last fall. Using figures from 
a recent survey of a Little Rock, Arkan- 
sas, housing development, system sales 
of 1,500 heating and cooling units would 
mean, for example, an increase in total 
average monthly July-through-September 
load of nearly 50,000 Mcf. This is based 
on estimated average per-home usage of 
32 Mcf monthly for cooling alone in that 
period. Sales of 40,000 gaslites would 
result in an estimated 60,000 Mcf monthly 
in new year-around load, figured on an 
average monthly consumption of about 
1.5 Mcf. That is not far below the added 
gas volume from the sale of an equal 
quantity of gas ranges. 

As part of an intensified merchandising 
program, ALG is assisting over 600 ap- 
pliance dealers on its system to promote 
products like gas clothes dryers, water 
heaters, refrigerators, and ranges, as well 
as gas air conditioning. In August, 1957, 
we began a program of financing dealer 
sales of appliances under which we buy 
their instalment paper and customers 


make repayment to ALG with monthly 
gas bills. In the first year, the company 
financed the purchase of more than 2,500 
gas appliances. It also is enlisting its own 
employees as part-time gaslite salesmen. 
During one recent month of fierce compe- 
tition between the Arkansas and Louisi- 
ana-Texas divisions, over 7,200 lights 
were sold. 


Cp” moves to diversify into nonutility 
fields also have included an effort to 
create new markets for industrial gas. 
Arkansas Cement Corporation, another 
new subsidiary, this month (October) is 
scheduled to start up a 1.4 million-barrels- 
annually cement plant at Foreman, Arkan- 
sas. 

This, among other things, opens up 
a market for approximately 10,000 Mcf 
daily of gas previously sold as largely 
“waste gas’”—and at a rate of 22.5 cents 
per Mcf, which is 2.5 cents above ALG’s 
published rate for industrial gas. Still an- 
other subsidiary, Arkansas Louisiana 
Chemical Corporation, has been organized 
to run an expanded natural gas liquids 
plant at Magnolia, Arkansas, and similar 
facilities. 

We realize that our yearly gas consump- 
tion curve can never be flattened out com- 
pletely. But ALG regards as a reasonable 
goal an annual load factor of somewhere 
near 90 per cent; that would compare 
with 66 per cent in 1957. This could be 
brought about chiefly through greater 
summertime use of gas appliances and 
gas air conditioning. 
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Baltimore Gas and Electric Company 
Baltimore, Maryland 


J. THEODORE WOLFE 
President 


Developing and Balancing the Gas- 
Heating Load 

A the end of 1949, just before the intro- 

duction of natural gas into the Bal- 
timore area, we had fewer than 17,000 
residential gas-heating customers and 
about 2,400 commercial gas-heating cus- 
tomers. By the end of 1957, gas-heated 
residences numbered 120,000 and com- 
mercial establishments numbered 6,700. 
This represented an average annual 
growth of more than 13,400 heating cus- 
tomers over the eight-year period and we 
expect 1958 to approach this figure. 

We promote gas heating on a continu- 
ing year-round basis, working in close 
co-operation with dealers, particularly in 
the field of converting from other fuels to 
gas in existing homes, and with builders 
in the new home field. In over 99 per 
cent of the homes now being built on our 
gas lines, heating is by natural gas. 

To maintain and build a year-round 
base load we carry on steady promotion, 
augmented by periodic special campaigns, 
of automatic gas water heaters and gas 
ranges. Early in 1958 we conducted a suc- 
cessful automatic gas clothes dryer cam- 
paign, and this fall a new program to pro- 
mote gas refrigeration is beginning. Our 
own appliance sales department and the 
numerous dealers in this area to whom we 
furnish extensive promotional services 
participate in these programs. Large ad- 
ditions to our base load also come from 
sales and engineering work with com- 
mercial and industrial customers. This is 
largely on an individual customer basis 
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as contrasted with the “mass” promotion 
in the residential field. 

All of the foregoing, of course, does not 
solve the problem of large winter peaks 
caused by the heating load. Our first step 
here is “peak shaving” with high Btu 
manufactured oil gas to prevent excessive 
and uneconomic increases in our natural 
gas demand charges which become per- 
manent once established. 


| is build summer and other off-peak 
load we have taken two principal 
steps. Following some preliminary discus- 
sions with customers and potential custom- 
ers, we offered a special rate interruptible 
service to large volume users beginning 
last March. This service is subject to com- 
plete interruption for any period between 
November 16th and March 15th. A num- 
ber of large customers are now taking this 
off-peak gas and further substantial de- 
velopment of this load is anticipated. 
The other promising means of balanc- 
ing our heating load is summer air con- 
ditioning. Modern gas equipment has 
been developed for both year-round air 
conditioning and for summer air con- 
ditioning to be added to certain types of 
heating units. A number of display homes 
strategically located in our service area 
are now equipped with the year-round 
units. Builders and home purchasers are 
showing a healthy interest. In addition 
we are co-operating in test installations of 
summer units to be added to existing 
heating plants. Over the long run, and 
supported by vigorous promotion, we be- 





lieve | 
dition 
balan 


O” 
( 
proje 
about 


CURRENT AND FUTURE PROGRAMS OF THE GAS INDUSTRY 


lieve the use of gas for summer air con- 
ditioning can help provide a profitable 
balance against peak winter loads. 


O™ construction program is based ona 
current year’s budget and a five-year 
projection. Except for the installation of 
about 25 per cent fewer residential serv- 


ices in 1958 than we anticipated a year 
ago, the current recession has had little 
effect on our construction program. We 
are expanding our system as planned to 
meet the needs of a growing residential 
and industrial area; we believe the 1958 
slowdown in the rate of home building to 
be temporary. 


Central Hudson Gas & Electric Corporation 
Poughkeepsie, New York 


ERNEST R. ACKER 
President 


Ryne Hupson intends to continue 

to place gas sales emphasis on space- 
heating loads among all its classes of cus- 
tomers. In the residential field, our fore- 
casts indicate a central house-heating 
saturation of 40 per cent by 1963 as com- 
pared to 1957’s 24 per cent. Sales of gas 
appliances will continue to be promoted 
through a dealer co-operative program 
which the company has found to be effec- 
tive and mutually satisfactory in the 
twenty-five years since it discontinued its 
direct merchandising activities. 

The company anticipates a 52 per cent 
growth in its output of natural gas in the 
next five years. This goal is based on the 
belief that substantial markets will con- 
tinue to develop for the sale of natural gas 
for space heating and for off-peak summer 
consumption by large users. We expect 


over the next five years to experience a 
7 per cent annual growth in commercial 
sales, a 6 per cent annual growth in firm 
gas sales to industrial customers, and 73 
per cent annual growth in residential 
sales. We expect to realize a 94 per cent 
annual rate of growth in gas space heating 
for all classes of customers during the 
period 1958 through 1963. 


C- present forecast anticipates some 

slowdown in our rate of growth in 
1959 but a gradual upward movement 
thereafter. The recession has not material- 
ly affected our construction plans for the 
current year, nor do we anticipate any 
cutbacks in our long-range construction 
program. We are proceeding with system 
extensions and reinforcements substan- 
tially as originally budgeted. 


Central Illinois Public Service Company 
Springfield, Illinois 


J. R. BRODERICK 
Vice President 


, i ‘ue lack of an adequate supply of 
natural gas continues to be a major 


problem facing Central Illinois Public 
Service Company in its gas operations. 
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Limitation orders of the Illinois Com- 
merce Commission regarding the attach- 
ment of space-heating loads in the com- 
pany’s service area have been in effect 
for almost twelve years. 

At the present time, the use of gas for 
space-heating purposes is available only to 
single-family residential dwellings and 
then only upon the issuance of a permit by 
the company. Permits have been issued by 
the company from time to time as addi- 
tional supplies of gas have become avail- 
able. 

In an effort to satisfy a portion of the 
demand for space-heating service, the 
company constructed a propane-air peak 
shaving plant in 1957. A 50 per cent ex- 
pansion of this plant’s capacity is now 
being completed and will be available for 
service during the coming winter. 

Except for an additional 1,500 Mcf 


per day, which recently became available 
for a small portion of its service area, the 
company does not expect to receive any 
increase in natural gas supplies for the 
coming winter. As a result of the con- 
tinuing inadequacy of its natural gas sup- 
plies, the company is studying possible 
locations for additional propane-air peak 
shaving facilities and is investigating the 
possibility of underground storage in its 
service area. 

Other than its regular advertising pro- 
gram on gas ranges, water heaters, re- 
frigerators, dryers, and incinerators, the 
company is conducting no special gas ap- 
pliance promotion campaign. However, it 
is anticipated that increased effort will be 
directed toward the promotion of the 
“matchless” range when the mandatory 
ignition requirement becomes effective on 
January 1, 1959. 


The Cincinnati Gas & Electric Company 
Cincinnati, Ohio 


M. J. PFEIFFER 
Vice President, Gas Department 


Tackling the Peak-day Problem 


HE CincinnaTI Gas & ELEctTRIC 

Company has tackled the problem 
of mounting peak-day gas requirements 
and declining load factor on three major 
fronts; #.e., by increasing peak shaving 
capacity, by securing interruptible busi- 
ness, and by building summer load. 

For many years, CG&E has had a peak 
shaving plant with a capacity of 36,000 
Mcf a day. Since 1945, its firm peak-day 
requirements have been increasing rapidly 
and the additional demand has been met 
with natural gas. To hold down its natural 
gas demand charges and to better provide 
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for emergencies, the company is planning 
to increase its peak shaving capacity by 
50,000 Mcf a day before the winter of 
1959-60. This increased capacity will 
come from propane, stored in a mined 
cavern now under construction. The pro- 
pane will be supplied directly from the 
nearby “Little Inch” line. A processing 
plant will convert the propane to gas 
suitable for use in the distribution system 
on peak days. 

But additional peak shaving capacity is 
only a partial answer to CG&E’s peak- 
day problem. The company’s system load 
factor, adjusted to normal weather con- 











ditions, dropped from 55.5 per cent in 
1946 to 41.9 per cent in 1951, due to the 
rapid growth of house-heating load. As 
one remedy for its ailing load factor, the 
company decided on interruptible business. 
In 1952 it inaugurated an interruptible 
rate for large industrial, commercial, and 
institutional customers. The economic ad- 
vantage of this rate from the customer’s 
standpoint is evidenced by the fact that 
the company’s annual volume of inter- 
ruptible industrial business in 1957 was in 
excess of nine million Mcf, well over half 
of its total industrial load. In terms of 
peak-day demand, this interruptible busi- 
ness amounted to approximately 35,000 
Mcf. As the result of the growth in the 
company’s interruptible business, its load 
factor has been rising slowly but steadily 
since 1954, despite continuing substan- 
tial additions to its house-heating load. 
Under the company’s interruptible con- 
tract, summer off-peak gas is available at 
a saving of 32 per cent as compared with 
the regular rate. This feature has proved 
to be a decided advantage in securing 


CURRENT AND FUTURE PROGRAMS OF THE GAS INDUSTRY 





large volume gas air-conditioning load. 


NOTHER factor favorable to the sale of 
gas air conditioning has been the de- 
velopment of large volume, absorption 
type air-conditioning equipment. During 
the past two years, a dozen of these units 
have been installed in Cincinnati and the 
results have been highly satisfactory. The 
company is actively engaged in promoting 
the sale of this type of equipment, and be- 
lieves these efforts will result in a very 
substantial summer load. Within the past 
year, the company has inaugurated a pro- 
gram for the promotion of residential gas 
air conditioning. In connection with this 
program, it is temporarily acting as dis- 
tributor for the Arkla-Servel gas air- 
conditioning unit. It sells these units to 
heating contractors and direct to the cus- 
tomer. The company has a time payment 
plan under which a purchaser of a gas air- 
conditioning unit can pay for it over a 
period of five years. A special gas rate 
is also available for customers installing 
gas air-conditioning units. 


Citizens Utilities Company 
Stamford, Connecticut 


RICHARD L. ROSENTHAL 
President 


—— Uri.iTIEs’ space-heating load 

development efforts are most pro- 
nounced in its Colorado district, which 
includes La Junta and ten other Arkansas 
valley communities, because of recent sys- 
tem additions in this area. Space-heating 
load development in our Nogales, Arizona, 
district has resulted in saturation in excess 
of 95 per cent, while similar load develop- 
ment at our Bangor, Maine, district is 


limited by the economics of manufactured 
gas. 

In Colorado, Citizens does not mer- 
chandise appliances, but instead engages in 
a very active appliance dealer support 
program. Citizens displays dealers’ mer- 
chandise in its showrooms, at fairs, and 
at similar events, and conducts a sales and 
service training program for dealers’ em- 
ployees. Citizens also advertises gas and 
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gas appliance use in newspapers, conducts 
promotional events and contests, such as 
the “Mrs. America” contest, engages radio 
spots, and sponsors the local televising of 
Playhouse 90. On a more direct level, 
Citizens’ personnel make periodic calls 
upon nongas-heating householders to sell 
gas. Our space-heating load development 
efforts have resulted in a saturation of 
over 95 per cent in our Colorado district, 
and a continuation of this program is an- 
ticipated in 1959. 

Citizens recognizes the desirability of 
balancing its winter load by building sum- 
mer load, particularly because of the rela- 
tively high demand charge contained in 
the tariffs of Colorado Interstate Gas, 
from whom Citizens buys gas. We have 
built summer load by sales to seasonal 
users, such as food packers and alfalfa 
dehydrators, and by interruptible sales to 
power plants. However, a substantial 


amount of “valley gas” remains unsold, 
and the desirability of a material air- 
conditioning load is clear. The climate of 
our Colorado district is such that a sub- 
stantial air-conditioning load is possible. 
Citizens is accordingly very much in- 
terested in the further development of 
gas air-conditioning appliances, and in the 
distribution of such appliances by reliable 
sales and service organizations in our 
Colorado district. 


HE current recession has had no effect 

on Citizens’ 1958 construction pro- 
grams, nor do we anticipate that it will 
adversely affect Citizens’ 1959 construc- 
tion program. Our natural gas service 
areas have not been adversely affected by 
the recession in general, and in most re- 
spects they are more prosperous and grow- 
ing more rapidly than at any time in the 
recent past. 


Commonwealth Natural Gas Corporation 
Richmond, Virginia 


O. T. JAMERSON 
Director of Public Relations 


nereaagaNN NaTuRAL Gas Cor- 
PORATION reports that construction 
expenditures of $1,650,000 in 1958 will 
round out a facilities expansion program 
started in late 1956 costing a total of $5 
million over the two and a half-year peri- 
od. In the fall of 1956 the corporation’s 
compressor station near Petersburg was 
enlarged from 1,320 to 2,400 brake-horse- 
power and several lateral lines were laid 
to industrial customers for a distribution 
subsidiary. Early in 1957, 40 miles of 
18-inch and 13 miles of 12-inch main line 
were “looped” and more laterals added. 
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By the fall of 1958 further additions, con- 
sisting of 13 miles of 18-inch “loop” 
and 16 miles of 12-inch “loop,” will be 
completed, thus providing the corporation 
with approximately 300 miles of main and 
lateral transmission lines. 

This expansion of facilities has been 
necessitated by the steady increase in de- 
mand for natural gas throughout the 
Richmond-Tidewater area supplied by 
Commonwealth. The corporation’s daily 
contract demand has risen from 106,000 
Mcf during the winter of 1956-57 to 
124,000 Mcf for the 1958-59 season. 
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Consumers Power Company 
Jackson, Michigan 


DAN E. KARN 
President 


‘We SapEng PoweER CoMPANY, supply- 
ing gas service in 291 Michigan 
communities and townships with a total 
population of about 2.4 million, looks for- 
ward to a record expansion of its gas 
business in 1959. 

Gas space heating in the Consumers 
area has been partially restricted almost 
continuously since World War II because 
demand has grown faster than supply. 
Though the company will be serving 
about 250,000 space-heating customers 
at the end of the present year—almost ten 
times as many as in 1945—it still will 
have a backlog of over 100,000 unfilled 
space-heating applications. 

Now a more plentiful supply of gas 
is in sight. Consumers has entered into 
an agreement with Trunkline Gas Com- 
pany for 100 million cubic feet of gas 
a day, or 36.5 billion a year, beginning 
October 1, 1959, with annual increases up 
to a maximum of 200 million cubic feet 
a day, or 73 billion a year, beginning 
October 1, 1963. This gas will supple- 
ment and, at the end of four years, prac- 
tically double Consumers’ present gas 
supply. 

The agreement is subject, of course, to 
regulatory approvals. As the initial stage 
in its expansion to supply Consumers, 
Trunkline has filed with the Federal 
Power Commission a petition asking au- 
thority to construct additional pipeline and 
compressor facilities at an estimated cost 
of $81.5 million and to sell up to 135 
million cubic feet a day to Consumers 
under the terms of the agreement. Con- 


sumers plans to spend $31.7 million in 
1959 for additional pipeline, compressor, 
and storage facilities that the agreement 
makes necessary. 

All told, Consumers is planning to 
spend more than $50 million on gas con- 
struction projects in 1959, compared with 
$22 million in 1958. 


wm: expanding its space-heating 
business so rapidly, Consumers has 


provided unrestricted gas service to in- 
dustrial and commercial customers and to 
householders using gas for purposes other 
than space heating. Total gas sales this 
year will be six times what they were in 
1945. Storage fields have made this 
growth possible. Our maximum one-day 
gas send-out to date was 575 million 
cubic feet on February 17, 1958, and of 
this total 539 million came from storage. 
Consumers’ subsidiary, Michigan Gas 
Storage Company, operates three storage 
fields. Consumers has acquired rights in 
other gas fields that are well located for 
conversion to storage. 

Consumers expects to pick up most of 
its space-heating backlog in 1959. It plans 
to promote space heating vigorously as 
soon as supply conditions permit. We have 
always been aggressive in our promotion 
of gas for industrial and commercial pur- 
poses and for such domestic uses as cook- 
ing, water heating, refrigeration, laundry 
drying, and refuse disposal. No change is 
contemplated. In co-operation with AGA 
and co-operating dealers we shall tie in 
with the promotions of the gas industry 


OCTOBER 23, 1958 





PUBLIC UTILITIES FORTNIGHTLY 


and, as occasion warrants, supplement 
these with promotions of our own. 

We see a particularly bright oppor- 
tunity in the air-conditioning field. We 
think there is an excellent market in our 


/ 


area for gas-heating-cooling units that do 
a year-around job of keeping people com- 
fortable. More abundant supplies of gas 
will permit us to cultivate this field as we 
have wished. 


The Dayton Power and Light Company 
Dayton, Ohio 


K. C. LONG 
President 


A COMPLETE survey of all commercial 

gas customers conducted by college 
men during the summer months was one 
of the most important features of The 
Dayton Power and Light Company’s sales 
program. Every commercial customer, 
from a rooming house to a small industry, 
was surveyed. As a result, the company 
knows what fuel is being used in every 
type of equipment. 

The survey pointed gas promotional 
effort should be directed toward water 
heating, incineration, and air conditioning. 

A similar survey of all industrial cus- 
tomers is planned for the summer of 1959. 

To balance its heating load the com- 
pany has a dual fuel rate. It is based on 
an automatic switch from natural gas to 
some other type fuel when the tempera- 
ture drops to twenty degrees or less. 

For its residential program DP&L has 
concentrated on the following avenues: 


1. Direct sales effort by company 


representatives to potential residential 
gas space heating on the fringes of 
the urban area. For example, DP&L 
enjoys a near saturation of gas heating 
in the city of Dayton. A study of pos- 
sible extensions showed that some could 
be made at considerably less cost than 
others. Where the economics justified 
it, pinpointed sales efforts were made. 

2. Where economic studies  sup- 
ported the effort, whole new towns 
were added to the gas distribution 
system. 

3. A merchandise survey showed 
that the most likely “next to buy” major 
appliance was the dryer. A surprisingly 
high percentage of the respondents in 
the survey indicated they would just 
as well have a gas as an electric dryer. 

4. Concentrate on off-peak industrial 
loads for 1959, including such special 
applications as air conditioning, hay 
drying, and dual fuel space heating. 


East Tennessee Natural Gas Co. 
Knoxville, Tennessee 


JOHN C. BOLINGER, Jr. 
President 


Hs TENNESSEE NATURAL Gas Com- 
PANY operates within an area which 
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is unique, yet unenviable. Most of our 
market area is served by low-cost TVA 
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electric power. This low-cost power has 
made it possible for a large percentage of 
the homes in the area to be heated by 
electricity—an unheard of phenomenon in 
other sections of the country— and has so 
endeared the people to electricity, TVA, 
and this method of utility operation that 
it is difficult to even make them aware of 
gas—much less that it is certainly com- 
petitive, very often less expensive, and a 
superior fuel. Even some of our own re- 
sale customers who also sell electricity 
have staffs for electricity and gas in a 
ratio of twenty or more to one. 


5 pe presence of TVA initially forced 
the company to concentrate its entire 
marketing efforts on large potential in- 
dustrial customers. The initial segment of 
our transmission system was constructed 
to serve the Atomic Energy Commission 
at Oak Ridge. Service of gas to the AEC 
commenced in 1950 and 90 per cent of our 
$4.7 million in operating revenues during 
that year were from this single customer. 

Since that time our system has grown, 
and our operating revenues are presently 
running at an annual rate of more than 
$18.5 million. However, although we 
have been able to increase sales to resale 
customers and our system today provides 
gas to local distribution companies serving 
44 cities and towns in middle and east 
Tennessee, including Chattanooga and 
Knoxville, our pipeline system remains 
basically an industrial system. Sixty per 
cent of our operating revenues still come 
from the AEC and 16 other large direct 
industrial customers. 

This reliance on industrial customers 
has made us vulnerable to fluctuations in 
the cost of the already low-cost coal in the 
area—another fact which makes our posi- 


tion unenviable—and we have now come 
to a point where we must place ever- 
increasing emphasis on the residential and 
commercial markets served by our resale 
customers. Only by so doing can we in- 
sure an acceptable rate of return on the 
investment of our owners. 


W: have recently commenced a posi- 
tive program to combat the primarily 
psychological problem in the area and in- 
crease our load through our resale cus- 
tomers. Although we had performed many 
services in the past on an informal and 
ad hoc basis, we have formerly informed 
our resale customers that the following 
services are available to all: 


1. Assistance in the preparation of 
design work on residential and com- 
mercial heating systems, together with 
heating layouts and prints. 

2. Assistance in the design and/or 
installation of large commercial and in- 
dustrial gas-burning systems. 

3. Assistance in the preparation of 
specifications and installation drawings 
for industrial application. 

4. Assistance in making studies on 
all potential commercial and industrial 
applications to ascertain the cost of the 
fuel now in use, cost of conversion, and 
assistance in the development of rates 
to make it economically feasible. 

5. Distribution of literature for re- 
distribution to local architects, engi- 
neers, contractors, teachers, and con- 
sumers. 

6. Training programs to school vari- 
ous personnel in gas equipment sales, 
installation, operation, and maintenance. 

7. Arrangement of promotional cook- 
ing schools and dinners for utility em- 


OCTOBER 23, 1958 





PUBLIC UTILITIES FORTNIGHTLY 


ployees and other groups to demonstrate 
the features and advantages of gas 
ranges and cooking. 


8. Speakers for utilities, dealers, and 
other group meetings. 


9. Assistance with system design to 
meet both changing and increased load 
requirements, and survey, inspection, 
and design services when new system 
additions are under consideration. 


10. Assisting the efforts of local 
chambers of commerce and other groups 
in developing new industry and co- 
ordinating their efforts with those of 
the Tennessee Industrial and Agricul- 
tural Development Commission. 


Services such as these should, we feel, 
provide an impetus for our resale cus- 
tomers and help them increase their space- 
heating, air-conditioning, and other gas 
loads. 


O* the “pull” side of our program, we 
have recently been able to sell one 
of the large department stores in Knox- 
ville on the idea of carrying, displaying, 
and promoting a full line of gas ranges. 
We co-operated—through our recently re- 
staffed equipment sales subsidiary—by ob- 
taining, preparing, and mailing promotion 
material to home owners throughout the 
area. This is the first display and promo- 
tion of gas equipment of any consequence 
in the Knoxville area and has been suc- 
cessful to date. It will be followed up in 
the fall by the addition of gas washer- 
dryer combinations and other gas ap- 
pliances. 

We feel that we have made a good 
start—but it is only a start. We are cur- 
rently in the process of formulating an 


OCTOBER 23, 1958 


advertising program which will co- 
ordinate all mass media—radio, television, 
newspaper, and billboard—and, possibly, 
direct mail advertising in the area on a 
co-operative basis with our customers, 
We are also investigating the possibilities 
of obtaining the services of a home econo- 
mist who would be available to local utili- 
ties to work with school systems, home 
economics classes, women’s groups, etc.; 
compiling a film library on gas and gas 
applications for use by utilities, schools, 
civic organizations, and local television 
stations; and compiling an equipment 
library for reference use in unusual ap- 
plications. 

In addition we are in the process of 
preparing a newsletter, or “Gasletter,” 
which will relate items of interest to our 
resale customers concerning our opera- 
tions, the operations of one or more cus- 
tomers which may be of interest to all, 
general industry news of which they may 
be unaware and/or we feel is particularly 
noteworthy, and any other items which 
may provide ideas upon which they may 
be able to capitalize. 


A’ I have mentioned, our marketing 
problem is unusual for we must make 
the people aware of both the presence and 
low cost of natural gas as well as of its 
advantages. So that we may do this in a 
specific manner, and because gas is com- 
petitive and very often less expensive, we 
are planning preparation of a_ booklet 
which will compare the operating costs of 
all fuels used for home heating in each 
and every community served as well as the 
operating costs of various combinations 
of gas and other appliances. We plan this 
as a factual study and, if in some few com- 
munities gas cannot compete pricewise 
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with coal or another fuel, we shall let it 
be known. We feel that such a candid 
appraisal can only be of benefit to gas con- 
sumption in the area, for such a compari- 
son is definitely needed. 

We are also more than pleased by the 
recent resurgence of gaslights and are 
trying to formulate a marketing plan to 
increase the use of gas lighting in the area. 
The presence of gaslights, coupled with 
some of the recent but long-awaited design 


advances by some of the gas appliance 
manufacturers, can possibly do more than 
anything else to educate people in this 
area on the availability, low cost, and 
advantages of natural gas. 

Although we have a long way to go, we 
are confident that the kind of program out- 
lined will reap dividends by increasing 
our residential and commercial loads and 
create demands so that we can penetrate 
an increasing number of communities. 


Greeley Gas Company 


Denver, Colorado 


LEE E. SCHLESSMAN 
Vice President 


Oo” utilities are slightly over 20,000 
meters operating in approximately 
35 small towns in Kansas and Colorado. 
We like to consider ourselves a very ag- 
gressive utilities company and we do mer- 
chandise in our properties. We have a 
problem that strictly gas utilities have, 
setting up heating in the wintertime and 
having about 40 to 45 per cent load factor. 
The company does not have any plans for 
storage operation, but is planning to in- 
crease summer sales through promotion 
of gas air conditioning. 

On July 17th, we had an opening of 
an entirely remodeled building in Hering- 
ton, Kansas, one of our division points, 
where we featured an Arkla-Servel Sun 
Valley unit, as well as an RCA Whirlpool 
all-gas kitchen, and other gas appliances. 

In Kansas where it gets very warm 
and the humidity is very high, the gas 
air-conditioning unit was a very popular 
show piece, and we got three real good 
prospects for sales. 

In Greeley, Colorado, our largest di- 


vision where the company serves approxi- 
mately 9,000 gas meters, we have had 
Servel air-conditioning units in operation 
for better than eight years. On the week 
end of July 26th and 27th, there was a 
grand opening of an all-gas house. 
Greeley Gas Company in conjunction with 
a local custom home builder sponsored the 
first home in the state of Colorado using 
all-gas appliances. The house is approxi- 
mately 1,400 square feet with attached 
garage and full basement. It featured 
Arkla Sun Valley air-conditioning and 
heating units, a Bowser incinerator, an 
entire RCA Whirlpool kitchen, including 
cabinets, a gas refrigerator, gas built-in 
range, a Bryant gas hot-water heater, 
RCA Whirlpool combination washer and 
dryer, and an Arkla Flair gaslite. 


W: ran teaser ads for approximately 

eight weeks featuring each one of 
the gas appliances that would be in the 
house. There was a full-page ad spon- 
sored by the Greeley Gas Company, fea- 
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.uring all gas appliances used in the house, 
and there were also other ads run by con- 
tractors and distributors announcing the 
open house. Visitors registered as they 
went through the house and there was a 
gas appliance salesman in the house for 
two weeks to help show it. Each person 
over twenty-one years of age filled out a 
registration slip and indicated which gas 
appliance he would purchase for his own 
home. At the end of the 60-day period, 
there was a drawing and an Arkla gas- 
lite given away. Throughout our prop- 
erties similar plans have been made for 
the promotion of gas appliances that can 
be used through the summer season— 
mainly, the gas refrigerator, gas air- 


conditioning units, and gaslite. 

Our results can be summed up in in- 
creased sales for the Greeley Gas Com- 
pany, for up to date we have sold approxi- 
mately 100 gaslites in a period of thirty 
days. This combined with two gas air- 
conditioning units installed this past sum- 
mer constitutes an entirely new load. 

Our company felt no repercussion from 
the recession and the recession has not 
altered our plans for the future construc- 
tion program of our new modern air- 
conditioned office in Bonner Springs, Kan- 
sas, within the next sixty days. Our con- 
struction budget this year is somewhat 
lower than last year’s but not due to the 
recession. 


Illinois Power Company 
Decatur, Illinois 


ALLEN VAN WYCK 
President 


Gas Space Heating at Illinois Power 
Company 
panier PowEerR Company has con- 
tracted for every cubic foot of winter 
gas available from the five pipeline com- 
panies supplying its widespread areas. 

In addition, the company has installed 
propane plants at strategic points through- 
out its territory for peak shaving purposes. 
The capacity of these propane plants has 
about reached the maximum of both eco- 
nomic and operating limitations. 

Illinois Power Company is investigat- 
ing underground storage possibilities and 
has already started development of one 
such area located near Gillespie, Illinois. 
This former natural gas field is now under- 
going tests. 

Exploratory drillings are under way 
in two additional fields southwest of 
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Belleville, Illinois, to determine the ap- 
proximate dimensions of each field. The 
company feels confident that these two 
fields will prove successful for under- 
ground storage purposes, since both sites 
already contain natural gas. 

Should these storage sites prove suc- 
cessful, they will enable the company to 
make natural gas service available to many 
additional customers in the southern part 
of its territory. 

Dual fuel gas-heating service is avail- 
able to any customer who will install 
equipment which will automatically switch 
to a substitute fuel when the outside tem- 
perature drops below 26 degrees. 

The recession has had no effect on fu- 
ture expansion plans of this company. 

Illinois Power Company feels that the 
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future expansion of its natural gas busi- 
ness is dependent upon the availability of 
additional gas supplies from the pipeline 
companies, and the development of under- 
ground storage facilities. 


7 


No special appliance promotions are 
now contemplated, but a continuing pro- 
gram of load-building advertising fea- 
turing “see your dealer” will be main- 
tained. 


Iowa-I|linois Gas and Electric Company 
Davenport, Iowa 


CHARLES H. WHITMORE 
President 


oo gas has been distributed in 
our service areas since early in the 
1930’s. Gas space-heating load has shown 
steady growth despite limitations on con- 
nection of new space-heating load during 
and since the end of World War II. Resi- 
dential space-heating saturation after con- 
nection of 8,550 new customers during 
1958 will be approximately 86 per cent of 
potential. A sizable backlog of commercial 
heating applications remains to be satis- 
fied as additional gas becomes available 
from our suppliers. 

Annual load factors have decreased with 
the increase in use of gas for space heating 
and efforts are being directed toward 
mitigating further decreases. 

Development of storage facilities by 
one of our suppliers has had an important 
bearing on our annual load factor. At the 
present time, approximately one-fourth of 
our peak-day requirement from this sup- 
plier comes from such storage. Company- 
owned peak shave facilities account for 
about 8 per cent of peak-day requirement. 

Interruptible boiler gas used in our 
electric generating stations and by indus- 
trial customers and off-peak sales to com- 
mercial customers during summer months 
also help offset the poor-load factor heat- 
ing load. We are promoting the increased 
use of gas for summer air conditioning as 


a more stable type of off-peak load than 
those that are subject to fuel-price compe- 
tition, especially in view of the tendency 
toward increased commodity charges in 
suppliers’ tariffs. 


tase ie efforts on gas air condi- 
tioning have been limited primarily to 
the replacement market because of restric- 
tions on the connection of new heating 
customers. For the past several years we 
have co-operated with manufacturers by 
installing units under development for 
test. We have also trained some of our 
people in design and servicing of air- 
conditioning installations. 

During 1958 we are making direct mail 
and personal contact with heating cus- 
tomers having equipment over ten years 
old and with new heating applicants to 
develop gas air-conditioning prospects. 
We then work closely with authorized 
dealers to sell the installations. 

Our plans call for a broader program 
of personal sales effort in 1959 as addi- 
tional capacity becomes available from 
our suppliers and additional gas air-con- 
ditioning equipment now under test be- 
comes available. We may be required to 
do the complete selling job, including in- 
stallation, to attain adequate results in 
the program. 
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Iowa Southern Utilities Company 
Centerville, Iowa 


ROBERT W. GREENLEAF 
Executive Vice President 


nora SOUTHERN UTILITIES COMPANY 

presently serves five communities 
(16,300 customers) with natural gas. 
Three communities (12,800 customers) 
are supplied from Michigan Wisconsin 
Pipe Line Company; one community 
(2,050 customers) is supplied from 
Natural Gas Pipeline Company of 
America; and one community (1,450 cus- 
tomers) is supplied from Northern Natu- 
ral Gas Company. 

Four of the towns are deficient in 
space-heating gas. This situation will not 
improve until additional quantities and 
allocations are received from the pipelines 
under authorization by the Federal Power 
Commission. The fifth town has sufficient 
quantities of space-heating gas at present 
as a result of substituting a totally inter- 
ruptible heating load for a former firm 
load of 500 Mcf per day. This town also 
has a small propane peak shaving plant. 
We have no plans for local storage op- 
erations. 

Iowa Southern is looking forward to 
the development of additional gas space- 
heating load as well as summer air-con- 
ditioning and other off-peak loads to 


fill the valley created by the heating 
load. 

Some gas air-conditioning spade work 
has already been done with the mailing of 
brochures concerning residential air con- 
ditioning. 

Our commercial sales representative is 
contacting commercial establishments that 
are building new structures or are in the 
process of remodeling, calling to their at- 
tention the advantages of gas space heat- 
ing combined with summer air condi- 
tioning. 


AY, 7 are planning a special fall promo- 
tion this year on gas dryers, ranges, 


and water heaters. This will be a dealer 
co-ordinated program to tie in with our 
own merchandise activity. It is hoped that 
in 1959 this activity, from the dealer level, 
will be expanded. Past activities have not 
been as ambitious as those planned for 
the future but we do feel the “see your 
dealer” type of advertising and other pro- 
motional aids have paid dividends. 

The current recession has had no ap- 
preciable effect on our present or planned 
construction programs. 


Laclede Gas Company 


St. Louis, Missouri 


H. REID DERRICK 
President 


logan Gas Company is currently 

spending for construction of all kinds 
an average of about $12 million per year. 
This compares with an annual figure of 
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$4.6 million five years ago, and $2.5 mil- 
lion ten years ago. We expect the current 
construction level will be maintained for 
at least the next four to five years. 
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Over a ten-year period ending this 
spring, yearly sales of gas in St. Louis 
increased nearly fourfold—from 16.5 
billion cubic feet to about 62.5 billion. 
The number of St. Louis homes using gas 
for house heating increased fivefold. At 
present, a little more than half of our 
residential customers heat with gas, and 
we expect this proportion ultimately will 
grow to more than 90 per cent. 

Because this new heating load is sea- 
sonal, Laclede has been a pioneer in the 
development of underground storage. 
Our storage reservoir, now in its third 
year of operation, is probably the most 
successful aquifer structure in the United 
States. Though still growing, it has al- 
ready undergone severe tests during pro- 
longed cold weather, when it supplied a 
good percentage of our daily peak send- 
out. 

During the current heating season, 
we are relying on it for up to 120 million 
cubic feet per day, about 25 per cent of 
our total estimated daily requirement on 
zero degree-days. 

The successful development of under- 
ground storage has made it possible to 
satisfy thousands of requests for conver- 
sions to gas heat in existing homes which 
otherwise would not have been possible 
because of short supply. 


Ppncnnnyeon in space heating and 

water heating within our service 
area is almost nonexistent, because of a 
very favorable competitive position of the 
price of gas. This is also true for com- 
mercial gas cooking equipment. Gas has a 


clear majority of the free-standing range 
and built-in market, and is increasing its 
share of the market for clothes dryers 


_ and combinations. 


Laclede has followed closely the entry 
of Whirlpool into the gas appliance field, 
especially that company’s acquisition of 
the gas refrigerator patents and facilities 
previously owned by Servel. Our board 
chairman, Robert W. Otto, has as presi- 
dent of the American Gas Association 
been highly instrumental in persuading 
Whirlpool to make this move. Because of 
that company’s excellent standing among 
major appliance manufacturers we are ex- 
pecting great things of it. 


AS another means of stabilizing our year- 
around load, Laclede has begun a 
vigorous promotion of gas air condition- 
ing for industrial and business use. Al- 
though quite new, this has already met 
with some notable successes, and we ex- 
pect to follow it, later on, with a residen- 
tial campaign. However, this later step 
awaits the development of smaller gas 
units which will be competitive in this 
area. 

Generally I would say that there has 
been little or no effect on Laclede’s op- 
erations because of the recession, except as 
it has affected new residential construc- 
tion. While new connections were down 
somewhat this spring from the amounts 
during two previous years, demands of 
gas from our customers have continued to 
grow, and the work load for street crews 
and other operations workers has re- 
mained stable. 
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Louisville Gas and Electric Company 
Louisville, Kentucky 


G. R. ARMSTRONG 
President 


Measures Taken to Meet Gas 
Supply Problems 


Grrce the end of World War II the 

peak-day gas send-out of Louisville 
Gas and Electric Company has increased 
from 56 to 287 million cubic feet, or by 
5.1 times, as compared with a correspond- 
ing increase from 9.6 to 35 billion cubic 
feet, or 3.6 times, in total annual sales 
volume. This disproportionate increase in 
peak-day send-out, with its resultant 
worsening of annual sales load factor, is 
attributable to the rapid growth of gas 
space-heating load having an average an- 
nual load factor of only 23 per cent. Our 
present residential gas space-heating satu- 
ration is approximately 75 per cent as 
compared with 16 per cent at the end of 
1945. 

Our company purchases natural gas 
from three separate suppliers as distin- 
guished from a so-called “requirements” 
contract with a single supplier. Under ex- 
isting pipeline company tariff provisions 
this obligates us to guarantee year-around 
minimum monthly purchases equivalent to 
66% per cent monthly load factor on con- 
tracted maximum daily deliveries. Among 
the measures taken by this company to 
meet peak-day send-out and at the same 
time balance annual load and supply are 
the following : 


HROUGH experimentation and de- 
velopment, starting with our Mul- 
draugh reservoir near Fort Knox, which 
was one of this country’s first under- 
ground storage projects, our underground 
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storage has been expanded into adjoining 
areas with a resulting increase in peak- 
day deliverability out of storage from 
slightly less than ten million cubic feet in 
1945 to 133 million cubic feet in 1957. 


I May, 1950, the company changed from 
distribution of mixed natural and 
manufactured gas with a heat content of 
900 Btu per cubic foot to straight natural 
gas with an average heat content in ex- 
cess of 1,030 Btu per cubic foot, thereby 
increasing the heat unit capacity of its 
mains and underground storage reservoirs. 

Through active promotion of a nine- 
month seasonal off-peak large commercial 
and industrial gas rate originally estab- 
lished in 1950 the company has succeeded 
in building up such seasonal off-peak sales 
to a level where they now account for ap- 
proximately 11 per cent of total annual 
gas sales volume. 

No new commercial or industrial gas 
space-heating loads having a rated hourly 
input capacity in excess of one million 
Btu will be accepted unless customer 
equips such installation with alternate fuel 
stand-by and agrees to switch to such 
alternate fuel upon short notice. In these 
days of combination gas-oil burners it is 
cheaper from the standpoint of overall 
economics for large gas space-heating cus- 
tomers to provide their own stand-by 
facilities at the point of consumption than 
for the gas utility to provide supplemental 
LP or oil-gas production. The rate appli- 
cable to such large interruptible space- 
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heating loads is lower than that for firm 
service. 


; the extent that the limited top stor- 
age capacity of our present under- 
ground storage facilities is inadequate to 
permit summer-month utilization of all the 
gas required to be taken or paid for under 
the 66% per cent monthly load factor 
guaranties of our major purchase con- 
tracts, such excess is used as boiler fuel 
in our electric-generating stations. By rea- 
son of the load-balancing measures dis- 
cussed above we have been able to hold 
such electric department usage within the 
range of 11 per cent to 18 per cent of total 
natural gas purchases during the past 
three years. Except for this outlet for 
take-or-pay-for surplus, this burden would 
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have to be reflected in the form of higher 
rates for gas service. 

In preparation for an estimated further 
increase of 100 million cubic feet per day 
in our peak-day gas send-out requirements 
during the next five years, our company 
has been making geological surveys in 
an endeavor to locate additional under- 
ground storage sites sufficiently close to 
Louisville to be economically feasible. 
Following extended search, a site known 
as the Magnolia field, located 50 miles 
southeast of Louisville, was finally se- 
lected and is now in the process of de- 
velopment. When fully developed it is 
expected that this project will have a 
storage capacity of three billion cubic feet 
and a peak-day deliverability of 100 mil- 
lion cubic feet. 


Michigan Consolidated Gas Company 
Detroit, Michigan 


WILLIAM M. 


Miczcan CoNSOLIDATED Gas Com- 

PANY is continuing to promote the 
sale of gas for space heating, with special 
emphasis on year-around gas air con- 
ditioning. 

While the company does not sell or in- 
stall regular heating equipment, it has 
accepted the dealership for Arkla-Servel. 
The company is also helping Arkla-Servel 
to obtain additional dealerships, par- 
ticularly in Detroit. 

In May the sales department conducted 
a two-day seminar on gas air conditioning 
and commercial incineration for its sales- 
men. 

Speakers included representatives from 
other utilities which have had wider ex- 
perience in these fields and the manu- 
facturers of equipment. 


HUTCHINS 

The company began the year with a 
space-heating saturation of 63 per cent 
and expects to reach 68 per cent by the end 
of the year. At midsummer the saturation 
was 65 per cent. 

To attain this goal, the sales department 
is directing its efforts at present nonheat- 
ing customers through direct mail and 
supplying heating contractors with special 
lists of prospective customers. During 
September the company used the AGA 
heating posters and motorbus cards in 
addition to newspaper advertising, radio, 
and television spot announcements. 


HE press relations department has 
provided numerous publicity releases 
to daily and weekly newspapers through- 
out the year and several special news- 
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paper sections on gas heating are planned 
for the fall. 

The company is following the recom- 
mended AGA calendar of promotion and 
does not contemplate any other special ap- 
pliance promotion campaign for the year. 


The company’s construction budget is 
somewhat larger than last year, but less 
than might have been expected due to 
fewer starts in new home building. No 
major transmission or distribution proj- 
ects are planned. 


Milwaukee Gas Light Company 


Milwaukee, Wisconsin 


S. LLOYD NEMEYER 
President 


lagi Gas Licut CoMPANY 

has ambitious plans for develop- 
ing methods of increasing off-peak use 
of natural gas. These plans, however, do 
not contemplate any substantial changes 
in Our present construction program. Our 
construction budget is greater this year 
than in previous years, due to an increase 
in new business. 

To date the current recession has had 
little effect on our growth. 

One method by which we hope to in- 
crease summer natural gas sales is 
through a more aggressive promotion of 
gas air conditioning in all fields—com- 
mercial, industrial, and residential. This, 
however, is not the total answer. Because 
of the short summer season in this region, 
we do not have the necessary air-con- 
ditioning requirements to effect a com- 
plete balance. 

We are conducting a vigorous and con- 
tinuing promotion of both the new AGA- 


approved smokeless-odorless incinerators 
and gaslights. While gaslights are not 
major consumers of gas, their recent 
popularity as a 24-hour outdoor lighting 
appliance will increase to some extent our 
summer load factor. 


ene are a few of our special 


promotions for the fall which will 
also increase our year-round load: 


Range and laundry promotion to run 
concurrently through September and 
October. 

A campaign similar in scope to the 
“All-Gas House of Savings” which 
was conducted so successfully a few 
months back by companies in Ohio and 
Pennsylvania. 


Although no one of these plans is suf- 
ficient to balance our heating load, to- 
gether they promise to solve at least a 
portion of these problems. 


Missouri Natural Gas Company 
Farmington, Missouri 


A. C. OSMAN 
Vice President 


O” company has a 70 per cent heating 
saturation, and no restrictions on 
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the use of gas for heating up to 1,000 
cubic feet per hour. Commercial and in- 
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dustrial hourly loads in excess of this 
volume are served on an _ interruptible 
basis unless the summer use of gas is 
sufficient to qualify our customer for firm 
service. This requirement is that our cus- 
tomer’s average monthly volume of gas 
consumed during the summer months 
shall equal or exceed one-half his average 
monthly use during the winter months. 
We do not have underground storage, 
and so far, despite our high heating satu- 
ration, have successfully avoided the neces- 
sity of propane-air peak shaving by di- 
verting about 7 per cent of our peak de- 
mand gas from firm to an interruptible 
basis. Our gas is purchased under a de- 
mand and commodity rate from our pipe- 
line supplier, which imposes excessive 
costs for exceeding our stated demand. 
The continued growth of our load will 
eventually necessitate the installation of 
propane-air peak shaving facilities unless 
we are able to obtain an increased daily 


allocation from our supplier, or unless 
we can successfully develop underground 
storage. 


W: have developed our potential indus- 
trial load to the extent that such loads 
now constitute approximately 37 per cent 
of our total annual system send-out. This 
has a salutary effect on our system load 
factor, which is now 50 per cent. To 
further increase our summer sales of gas, 
we are actively promoting and selling gas 
air-conditioning equipment with a long- 
range goal of eventually reaching a 10 
per cent saturation. 

We are completing plans to launch a 
promotional campaign on gaslites and are 
enthusiastic about its possibilities as a 
load builder. 

As to our construction program, the 
recession has had no direct impact upon 
expenditures for new construction con- 
templated for the next three years. 


Montana-Dakota Utilities Co. 
Minneapolis, Minnesota 


CECIL ST. SMITH 
President 


 gcnegpioageane Uriuities Co. 
owns and operates an extensive 
natural gas utility property, consisting of 
owned natural gas reserves in several 
fields, gathering systems, transmission 
lines, compressor stations, and city dis- 
tribution systems. Gas is also purchased 
from other producers. The company owns 
and operates 1,925 miles of transmission 
and field mains, together with city distri- 
bution systems, directly serving 85,000 
customers in 88 communities in the states 


of North and South Dakota, Montana, 
and Wyoming. 

The company also owns and operates 
an extensive electric system in much the 
same area. 

The territory served with natural gas 
is subject to extreme variations in tem- 
perature during the year. Normal degree- 
day deficiencies during the heating sea- 
son, which extends from early September 
through the middle of June, average ap- 
proximately 7,800. Extreme winter tem- 
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peratures during January and February 
can reach lows in the minus 30 degree 
range. 

Furthermore, the territory is primari- 
ly agricultural with relatively few in- 
dustries to balance system load. A load 
factor of 45 per cent is about the best 
that can be achieved under present nor- 
mal conditions. 

The company has been extremely for- 
tunate, however, in having available three 
well-located semidepleted natural gas 
fields which are operated as storage 
reservoirs. Large amounts of residual gas 
are purchased from processing plants lo- 
cated in the Beaver Lodge-Tioga fields of 
North Dakota and the Big Horn basin of 
Wyoming. Surplus gas purchased in the 
summer months is placed in underground 
storage and used to meet high demands 
during the heating season. Effective use 
of storage, plus a long heating season, 
has enabled the company to maintain low 
rates despite the fact that our system op- 
erates on a relatively low load factor basis. 
Average realization for residential use is 
approximately 63-64 cents per Mcf (1,000 
Btu). 

Overall realization, including large 
commercial and industrial, is 42.4 cents 
per Mcf. Average cost of purchased gas 
which currently represents 90 per cent of 
sales is 9.3 cents per Mcf. 


tom company has always carried on 
an aggressive merchandise and load- 
building campaign in space and water heat- 
ing and refrigeration. No special pro- 
motional campaigns are contemplated at 
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the present time. Due to the low gas rates 
and to the greater cost and inconvenience 
of competing fuels, a saturation of ap. 
proximately 95 per cent space heating 
is normally attained. 

Current developments in the field of 
year-around air conditioning offer some 
additional opportunities for increasing 
summer load, although this field is natu- 
rally limited due to the relatively short 
hot weather season. 


f Prue territory served, which includes a 
large portion of the Upper Missouri 
basin, has enjoyed good crops in recent 
years and 1958 will be no exception. In 
fact, government reports indicate that this 
year’s grain crop will be one of the largest 
on record. As a result, cash farm income 
has maintained a relatively high level. In 
addition, oil development, a relatively new 
factor in the area’s economy, is progress- 
ing very satisfactorily. Seventeen new 
discoveries in the Williston basin alone 
were reported during the first half of 1958. 
Continuing development of fine clays, 
including bentonite, used in oil drilling 
and, more recently, in the taconite indus- 
try, are contributing to the area’s economy. 

Such indices as bank debits, bank loans, 
new construction, retail sales, and employ- 
ment records would indicate that the 
Upper Missouri basin has had less decline 
economically than almost any other sec- 
tion of the U.S.A. This fact is reflected in 
our 1958 construction budget which is in 
line with the average of recent years. 

Prospects for 1959 indicate that this 
trend will continue. 
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The Montana Power Company 
Butte, Montana 


J. E. CORETTE 
President and General Manager 


Gas System Enjoys Healthy Growth 


n the past two years, The Montana 
| Power Company has been engaged in 
an intensive natural gas expansion pro- 
gram that has resulted in 27 per cent 
more customers being added to its dis- 
tribution system. 

Two principal areas have enjoyed ex- 
tension of the company’s natural gas sys- 
tem—western and central Montana. In 
the western area, of which Missoula is 
the hub, 80 per cent of the possible users 
are now customers. Sixty-two per cent of 
possible customers are now connected to 
the distribution lines in the Lewistown 
area of central Montana. 

This accomplishment is due largely to 
co-ordinated advertising, door-to-door 
promotion of the advantages of natural 
gas as a fuel, and the initiation of a com- 
pany-sponsored instalment plan to finance 
installation of heating equipment. The 
finance program, arranged through co- 
operation with local banking institutions, 
has placed over $47,000 worth of gas- 
burning appliances on the lines within 
less than a year. This equipment is in 
addition to the appliances purchased for 
cash or financed by the home owners 
through other methods. 

Nearly all of the new load is space 
heating. This fact, combined with normal 


system growth, creates a serious peak 
supply problem during cold weather. 

Underground gas storage is being de- 
veloped to provide adequate peak-day 
supply for our customers. Gas storage, in 
our operation, is serving not only as a 
supplementary supply on peak days but 
also in the capacity of several readily 
available gas sources at any time of the 
year in event of emergency or necessity 
for pipeline maintenance or repair. 


W: have experimented for the past six 
years with aquifer-type storage 
located near the system load center in the 
Butte-Anaconda area. This project has 
operated successfully the past two seasons. 
Work on two other storage projects in 
depleted gas reservoirs is in progress. 
They should be ready for initial gas injec- 
tion in 1959. We contemplate further stor- 
age development as customer demands re- 
quire. 

The current storage projects will sup- 
ply approximately 20 per cent of the com- 
pany’s peak-day requirement. The remain- 
ing 80 per cent will be furnished through 
our transmission lines from purchased and 
owned production. The company receives 
gas from Montana, from a subsidiary in 
Alberta, Canada, and, through purchase, 
from Wyoming sources. 
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Balancing the Heating Load 


— tlaieaae Fue, Supply CoMPANY 
produces, transports, and distrib- 
utes natural gas directly to consumers. 
Its gas fields, located in three states, are 
about 200 miles from the area of distribu- 
tion. The company started natural gas 
service in September, 1929, having at that 
time a firm delivery supply of 65 million 
cubic feet a day. The present supply is 
310 million cubic feet, some of which is 
purchased from other pipelines. 

During its twenty-nine years of growth, 
seasonal heating for residential and com- 
mercial structures has been the basic 
source of revenue and the principal sales 
potential for growth. The problems inci- 
dent to balancing a heating load have, 
therefore, been with the company since 
its inception. Balancing by underground 
storage at the point of use has never been 
available. Economics have ruled out peak 
shaving. Selling gas to interruptible cus- 
tomers is the method of maintaining a 
reasonable system load factor which in 
turn permits residential gas prices low 
enough to meet competition. The company 
has been fortunate in having large inter- 
ruptible customers using in the range of 
one to 30 million cubic feet a day with 
which to balance its system. 

Throughout the company’s history, the 
annual sales quantities in feet of gas have 
been maintained at ratios in the range of 
10 per cent for high load factor cooking, 
water heating, laundries, etc, 45 per 
eent for low load factor seasonal 
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Mountain Fuel Supply Company 
Salt Lake City, Utah 


W. T. NIGHTINGALE 
President 












heating, and 45 per cent for curtailable 
customers. Accordingly, the company can 
maintain a load factor of about 65 per 
cent based on the capacity to deliver. 







The policy as to interruptible industrial 
sales is geared to a plan which requires 
the initial interruption at a mean tem- 
perature of about 35 degrees Fahrenheit, 
Thence, by increments, reaching 100 per 
cent interruption when the mean tempera- 
ture is zero degrees Fahrenheit. The design 
temperature for structures in Salt Lake 
City is zero degree, and the annual load 
factor for seasonal heating is 25 per cent. 
Mean temperatures in the range of zero 
degree to 10 degrees above, requiring com- 
plete or near complete curtailment, occur 
with a frequency in the range of five days 
every second year. A continuously op- 
erating interruptible customer receives on 
an average about 95 per cent of its annual 
fuel requirements in the form of natural 
gas. During the coldest winter on record 
in our experience, these customers re- 
ceived 91 per cent of their annual require- 
ments. Some seasons, having above nor- 
mal temperature, there has been no cur- 
tailment. 

















 . Weooel summary of the net result of 

this company’s experience in a busi- 
ness principally based upon seasonal heat- 
ing by natural gas has been that: 







1. The key to the situation is to keep 
the large interruptible customers well- 
satisfied with the service. 

2. The residential and small commer- 
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cial customers receive natural gas at 
rates much lower than most areas in the 
United States. 


3. The company is able to expend 
large sums annually in exploration and 
development to maintain a predomi- 
nantly owned gas supply. 


4. The company is subject to the 
federal Natural Gas Act only because 
its pipeline crosses state borders. All 
sales are made directly to consumers 
at rates under state jurisdiction. About 
98 per cent of the sales occur in Utah. 
The Utah Public Service Commission, 
being well-informed as to the problems 
peculiar to natural gas, understands the 
necessity for the interruptible service, 


and further it encourages the company 
to aggressively explore in order to main- 
tain as much as possible of a company- 
owned supply of natural gas reserves, 
with the cost incident thereto recovered 
in rates. 


5. The company has prospered, an- 
nual gas sales and earnings increase 
steadily each year. The earnings have 
averaged 6 per cent on a net investment 
rate base, where the rates are estab- 
lished on the basis of cost starting at the 
bottom of the well and ending at the 
tip of the burner. Cost regulation of 
production is readily treated in a man- 
ner eminently satisfactory to the com- 
pany and the public. 


New England Gas and Electric Association 
Cambridge, Massachusetts 


JOHN F. RICH 
President 


| =~ gas companies of our system are 
currently in the last six months of a 
five-year sales promotion program de- 
signed to meet the annual increase in de- 
mand in the natural gas contracts plus 
increasing operating expenses. Special 
emphasis has been placed on the sale of 
heating appliances because of their load- 
building value. 

In 1958 we expect to add 11,951 heat- 
ing appliances through company and 
dealer sales, of which 4,350 will be 
kitchen heaters, 3,563 will be apartment 
heaters, and 4,038 will be house heaters. 
Appliance sales to date in 1958 are run- 
ning about 10 per cent behind 1957 sales, 
which was the best year in the history of 
the company. 


The Fall Range and Heating Cam- 
paign will be run from September 8 to 
November 22, 1958. In this period our 
gas companies, exclusive of dealers, plan 
to sell 1,400 ranges, 1,300 apartment 
heaters, and 1,100 house heaters. 

Our companies have tried to balance 
the heating load by the sale of off-peak 
firm and interruptible gas to industrial 
customers and to our electric companies. 
We have no plans for storage operations. 

This year we have started to actively 
promote gas air conditioning. While the 
number of units sold is small, the accept- 
ance will improve with each year of pro- 
motion. It would be impossible to balance 
the heating load with gas summer air 
conditioning, however, even though a 
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good acceptance was developed due to the 
fact that in New England the gas summer 
air-conditioning load normally represents 
only about 30 per cent of the gas-heating 
load for the same building. The situation 
can be improved by building a larger 
year-around base load through the sale 
of ranges, refrigerators, dryers, water 
heaters, and incinerators, plus more com- 
mercial and industrial loads. 


_— the first four and one-half 

years of the five-year sales promo- 
tion program, 133,633 gas appliances were 
sold and installed on the lines of our gas 
companies, of which 71,813 appliances 
were sold by the utility companies and 
61,820 were sold by dealers. Of the 
133,633 appliances sold, 60,900 were 


heating appliances, of which 25,593 were 
kitchen heaters, 19,458 apartment heaters, 
and 15,849 house heaters. The total gas 
meters in our system are approximately 
169,900. 


HE current recession has had a very 

slight effect on our operations. For 
example, for the six months ended June 
30, 1958, industrial gas revenues were 
down only .06 per cent compared with the 
corresponding period of 1957, and all 
other classes of gas revenue were up. To- 
tal gas operating revenues for the period 
were up 10.95 per cent over the corre- 
sponding 1957 period. The current reces- 
sion, therefore, has not led us to make 
any changes in our present or future con- 
struction programs. 


New Orleans Public Service Inc. 
New Orleans, Louisiana 


J. MASON GUILLORY 
Vice President 


in acceptance in New Orleans of gas 

for space heating is very high, both 
in residential and commercial applications. 
We estimate that the saturation in residen- 
tial space heating is over 95 per cent, and 
there are no large commercial customers 
within reasonable distance of our lines 
who are not presently using gas for their 
space-heating requirements. Therefore, we 
have no plans for promotion of gas for 
space heating. 

We do not presently have, nor are we 
planning, any local storage operations in 
connection with our gas supply. 

Local dealers and distributors are 
studying the desirability of promoting 
gas lamps, domestic incinerators, and 


OCTOBER 23, 1958 


new types of gas air conditioning. 

There has been no change in our budg- 
ets for new construction or plant. Pres- 
ently under construction are new buildings 
to house enlarged stores and repair facili- 
ties and a garage for the gas department. 

In connection with work for customers, 
while there have been less housing starts 
and therefore less main extensions than 
in 1957, the level of work by the gas de- 
partment has remained approximately the 
same because of maintenance work, and 
main replacements and renewals. There 
are indications of a resumption in housing 
developments which would again bring 
about requirement for new main exten- 
sions. 





N 
only 
unde: 
comn 
throu 
we | 
famil 
space 
custo 
tiona 
ing | 
a ret 
auth 
peric 
prox 
heat: 
1958 
tome 
dent 
WM 
tial: 
purc 
peak 
sale 
ing 
the 
stor 
duct 
peal 
of ¢ 
ject 
stor 
mer 
nea 
und 
\ 
diti 


CURRENT AND FUTURE PROGRAMS OF THE GAS INDUSTRY 


Northern Illinois Gas Company 
Aurora, Illinois 
MARVIN CHANDLER 
President 


— Ittinois Gas CoMPANY 
has added space-heating customers 
only in the residential class since 1946 
under a restriction order of our state 
commission, which has been in effect 
throughout this period. During this time, 
we have had a waiting list of single- 
family residential customers who desire 
space heating and have connected heating 
customers only to the extent that addi- 
tional capacity became available. Our wait- 
ing list now stands at about 100,000, after 
a recent release of 35,000 space-heating 
authorizations. During the ten-year 


period ending with 1957, we added ap- 
proximately 208,000 residential space- 


heating customers and at the end of June, 
1958, were serving 257,716 such cus- 
tomers, or 44 per cent of our total resi- 
dential customers. 

We have been able to maintain substan- 
tially 100 per cent load factor on pipeline 
purchases of gas by using storage and 
peak shaving facilities and through the 
sale of large volume interruptible process- 
ing and boiler fuel business. Through 
the purchase of underground natural gas 
storage service and use of our own pro- 
duction and peaking facilities, we can now 
peak shave slightly more than 40 per cent 
of our maximum day send-out. Test in- 
jection of gas in a possible underground 
storage field of our own began this sum- 
mer. Other possible storage sites in or 
near our northern Illinois service area are 
under study. 

We are hopeful of obtaining large ad- 
ditional natural gas supplies in the near 


future which will allow us to satisfy all 
requests for space-heating service. Sales 
increases thereafter will come principally 
from new residential customers, expected 
to be added at the rate of 25,000 to 35,000 
per year, substantially all of whom will 
want gas for space heating. In addition, 
we are planning for intensive promotion 
then of space heating to all classes of ex- 
isting customers who do not now have 
space-heating service. We believe our new 
gas supplies will permit increased firm in- 
dustrial sales, which have also been under 
restriction orders since 1946. 


W: are also actively promoting the sale 

of gas air conditioning to residen- 
tial, commercial, and industrial customers. 
After little more than two years of this 
effort, we now have some 5,400 tons of 
air-conditioning load connected to our 
lines or under contract. We are much en- 
couraged by this start. Each year we carry 
on intensive promotion of the several 
major gas appliances during certain pre- 
determined periods and actively promote 
appliance sales throughout the year. By 
so doing, we have been able to maintain 
a satisfactory level of sales. 

The current recession has mildly af- 
fected our sales to industrial customers, 
but has not influenced our decision with 
respect to present or future construction. 
Our construction program for the five 
years, 1958-62, remains at an estimated 
$140 million, of which about $31 million 
is earmarked for development of under- 
ground storage facilities. 
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Northwest Natural Gas Company 
Portland, Oregon 
CHARLES H. GUEFFROY 
President 


er NATURAL Gas CoMPANY 

will continue its vigorous promotion 
of gas heating during the coming year. 
Since natural gas arrived in mid-1956 to 
become the dominant factor in our Ore- 
gon-Washington territory, we have em- 
phasized heating. And in little more than 
two years our heating customers have 
gained by 60 per cent to a current total 
of 48,000. 

About 60 per cent of our 37,000 
single-family users now have gas heating. 

Balancing our heating load is a question 
of building up firm rate consumption 
against a large interruptible volume now 
being used by industry. More than 100 
plants have gone “on flow” for the Cana- 
dian natural gas now being distributed by 
our company. 

They are consuming interruptible gas 
at an annual volume approaching 200 
million therms—and that is more than 24 
times the present firm residential and 
commercial load. Shifting more of our 
sales to the firm rate schedules is the 
major goal of our promotional effort. 

A “Hawaiian Holiday” contest, a 
$70,000 promotion which ended October 
3rd, was the year’s biggest. Heating 
sign-ups during the three-month contest, 
which offered separate incentives for deal- 
ers and the public, ran 25 per cent ahead 
of those for a similar contest period in 
1957. 

Northwest Natural Gas is putting close 
to $900,000 into sales promotion this 
year, and plans to carry on with the same 
vigor next year. A special project will be 
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a large outdoor “eternal flame,” to be a 
prominent attraction at the 1959 Oregon 
Centennial Exposition in Portland. The 
company will celebrate its own centen- 
nial next year along with the state of 
Oregon. 


Lp service area has enjoyed a definite 

upturn in its economy this year, pri- 
marily because increased home construc- 
tion nationally has strengthened markets 
for lumber and plywood, mainstays of the 
Northwest’s No. 1 industry. Home 


building in our own territory has forged 
40 per cent ahead of last year’s pace, and 
gas heating is being selected for 57 per 


cent of all new homes within reach of our 
mains. 

Construction of new main extensions 
this year is up in numbers by 23 per cent 
for residential districts and 26 per cent 
for commercial users. Since most of the 
larger industries already are being served, 
the need for new mains in this category 
has declined. The year’s total construction 
outlay will be within 5 per cent of the 
budgeted $5.5 million. And during 1959 
Northwest Natural Gas expects to spend 
a similar sum to further expand and im- 
prove its distributing system. 

Gas revenues this year thus far are 
running nearly 20 per cent greater than 
in 1957, when they totaled $14,466,000. 
However, an unusually warm winter and 
spring forced residential usage below 
normal by an estimated $1 million. In the 
coming heating season a positive uptrend 
is anticipated. 
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Oklahoma Natural Gas Company 
Tulsa, Oklahoma 


H. A. EDDINS 
President 


Gx the economy in our service area 
is not primarily based on heavy indus- 
try but largely on agricultural and min- 
eral resources, we have not felt the recent 
recession to any great extent. In fact, 
with a healthy increase in home building 
and other business expansion, we are 
looking forward to a bright future. 

Our construction expenditures for the 
years 1956 and 1957 were $7.3 million 
each. Construction expenditures for the 
current year are estimated at approxi- 
mately the same amount. 

We enjoy a gas-heating saturation of 
well over 99 per cent. Therefore, our de- 
velopment of heating load takes the form 
of upgrading existing heating equipment 
to central systems, and promoting top 
quality central systems in new home con- 
struction. 

To balance our heavy heating load we 


are promoting vigorously gas air con- 
ditioning for residential, commercial, and 
industrial use. 

We now have connected to our lines 
approximately 2,700 tons of residential, 
and 38,351 tons of commercial and indus- 
trial gas air conditioning. 


W: are presently engaged in a promo- 
tion introducing the new gas re- 
frigerator and plan to continue actively 
the promotion of this appliance as well as 
ranges, dryers, water heaters, and gas- 
lights. Sales of ranges this year are 6.2 
per cent ahead of last year, dryers 27 
per cent, and water heaters 8 per cent. We 
have just started the promotion of gas- 
lights. 
We have four underground storage op- 
erations having a total capacity of 157 
billion cubic feet. 


Orange and Rockland Utilities, Inc. 
Nyack, New York 


CHARLES L. HULSWIT 
President 


Gas Operation—1958 
bens is a combination company. How- 
ever, saturation of gas appliances is 
relatively high. 

Gas cooking saturation is about 98 per 
cent; automatic gas water heating about 
85 per cent; residential space heating 
about 70 per cent; and commercial space 
heating about 50 per cent. 

With relatively high space-heating 


saturation, the problem of load balancing 
to maintain a good load factor is ap- 
parent. 

With the inception of natural gas in 
1935, an aggressive sales program to pro- 
mote the sale of cooking, water heating, 
refrigeration, dryers, and incinerators 
has been in effect as a load-balancing ef- 
fort. Considerable success has been at- 
tained in this respect in the residential 
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field. Aggressive sales effort is maintained 
at all times on the sale of household ap- 
pliances, with periodic special campaigns 
on specific items during the year. This 
program will be continued in the future 
and in addition special effort will be placed 
upon the sale of gas air conditioning to 
balance summer and winter loads. 

In the commercial and industrial field, 
personnel specially trained on commer- 
cial and industrial applications concen- 
trate on this class of business as a part of 
load-balancing efforts. 

Considerable success has been attained 
in this connection in respect to heavy- 
duty water heating, commercial cooking, 
and special applications in both the com- 
mercial and industrial fields. Interruptible 
or so-called “dump” gas sales are also 
promoted in connection with large indus- 
trial users of fuel. The sale of gas to this 
market is on the increase. 

To match the effect of the all-electric 
“Medallion Home” sponsored by the Live 
Better—Electrically Program, the com- 
pany has originated a gas counterpart to 
the “Medallion Home” which is called 
the “Citation Home.” 


— a combination company, it 
seemed desirable to retain in the gas 
“Citation Home” the adequate wiring 
and good lighting features of the compet- 
itive electric home which are considered 
noncompetitive to gas. The basic gas ap- 


pliances required to meet minimum re. 
quirements for certification as a gas “Cita- 
tion Home,” however, are central gas 
heating, a matchless gas range, and a top 
quality automatic gas water heater. Spe- 
cial efforts will be made to add to this 
basic list of gas appliances in every case 
possible. 

The gas “Citation Home” program was 
announced to builders during the summer 
of 1958. Specialists have been trained to 
promote this program to architects and 
builders. 

Although experience thus far is limited, 
considerable builder interest is apparent 
and some builders have already signed 
agreements to participate. 


” spite of the current recession, the com- 

pany’s gas business is progressing 
well. For the first six months of 1958 
total system output, exclusive of company 
use, was 20.5 per cent over the same 
period in 1957. The first six months of 
1957 were 9.7 per cent ahead of the same 
period in 1956. 

Business growth thus far in 1958 and 
indicated growth for the future are such 
that it appears there will be little, if any, 
need to restrict either the construction 
program or construction budget. 

There is no possibility for the local stor- 
age of natural gas at this time or in the 
foreseeable future in the area served by 
the company. 


Pacific Gas and Electric Company 


San Francisco, California 


S. L. SIBLEY 
Vice President and General Manager 


neler Gas AND ELEctTrRIC COMPANY 
now has about 99 per cent of the resi- 
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dential space-heating business in the ter- 
ritory where it distributes natural gas. 





CURRENT AND FUTURE PROGRAMS OF THE GAS INDUSTRY 


PG&E has been using natural gas since 
1929. There is little coal used in the state 
and fuel oil is not economically competi- 
tive with natural gas. Consequently, the 
company’s space-heating load is already 
well developed. 

Being a nonmerchandising utility, the 
company works very closely with qualified 
dealers and their industry organizations. 
Continuous co-operation is extended to 
the heating industry in advertising and 
promotion designed to upgrade gas-heat- 
ing installations and to assure customers 
complete satisfaction. A normal system- 
wide fall heating promotion each year has 
for its objectives: (1) a safety check-up 
on venting, and (2) the replacement of 
obsolete equipment. 


‘+> appliance “campaigns” include 
some regularly scheduled and others 
arranged to serve special local conditions. 
It has been our practice to sponsor two 
gas range campaigns each year, designed 
to promote the gas cooking load. The 
1958 fall campaign will be omitted, but 
an “all-out” campaign will be scheduled 
again next spring. 

Company representatives work closely 
with architects, builders, and new home 


owners, to promote the full use of gas 
service and high quality of all types of ap- 
pliances, including ranges, water heaters, 
heating, etc. Considerable promotional 
effort will be placed on all-year gas air 
conditioning in those areas of our service 
having appropriate climatic conditions. 


Bien company has acquired storage 
rights in Pleasant Creek natural gas 
field, and is planning to develop it for un- 
derground gas storage. Injection of gas 
will be made at a maximum rate of 36 mil- 
lion cubic feet per day, with a peak with- 
drawal rate of 80 million cubic feet per 
day. The field will contain a maximum 
inventory of about 3,250,000,000 cubic 
feet. The project will cost approximately 
$3.5 million. 

The current business conditions have 
had little effect on present or future gas 
transmission construction programs. Early 
in 1958 the company labor force used in 
distribution construction was about 28 
per cent less than the 1957 high. How- 
ever, this was directly related to new hous- 
ing construction curtailed due primarily 
to weather conditions. The company’s dis- 
tribution construction force is nearly back 
to 100 per cent of the 1957 figure. 


Rio Grande Valley Gas Company 
Brownsville, Texas 
W. H. MEREDITH 
Vice President 


A’ to our space-heating load, it has never 

been necessary for us to place any 
restriction whatever on this business as 
we have an ample supply of gas for all 
purposes and hence are actively seeking 
any and all new business. Due to the semi- 
tropical climate in this area our heating 


period is generally confined to about four 
months and we do have unusual peaks 
during that period for which we must 
provide. 

We sell and service all types of gas- 
burning appliances and are actively push- 
ing sales. 


OCTOBER 23, 1958 





PUBLIC UTILITIES FORTNIGHTLY 


We generally have a special range 
campaign in the spring, a_ special 
sales campaign in the summer for gas 
dryers and laundry equipment, and a spe- 
cial drive in the fall on space-heating 
equipment. 


HE recession has had little effect in our 

area where agriculture is the principal 
economic factor. Our service area here 
in the tip of Texas is continuing to grow 
gradually and steadily, giving us an an- 
nual customer increase. 


As to our construction budget, we nor- 

mally spend $500,000 to $600,000 
a year for new plant and replacements. Our 
budget for 1958 is within this range and 
we expect the 1959 budget to be likewise. 
We are expending a considerable sum of 
money outside of the regular operating 
budget for the development of additional 
gas supplies for future use. We have 
stepped up our leasing and drilling pro- 
gram this year and cash outlay for this 
will probably exceed 1957 by approxi- 
mately 25 per cent. 


Rochester Gas and Electric Corporation 
Rochester, New York 


LINN B. BOWMAN 
Vice President 


W: have approximately 148,000 gas 
customers on our system at the 
present time. Of these customers, 61,600 
have space heating, a saturation of 41.6 
per cent. For the past few years we have 
added 6,000 new space-heating customers 
each year. Our total gas customers in- 
crease by approximately 3,000 each year. 
This year we expect to add the same 
number of new space-heating customers as 
in recent years; namely, 6,000. We ex- 
pect to add this same number in 1959. 
The total gas customer additions this 
year will be somewhat less than the nor- 
mal 3,000, approximately 2,200. This is 
due to a cutback in new home construc- 
tion. However, this condition is rapidly 
improving, and we expect to add the 
normal 3,000 new gas customers in 1959. 
We do not plan any local gas storage 
operations. 
The current recession has had very little 
effect upon gas operations. Only in the 
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process use in the industrial field has there 
been any effect. The increased industrial 
use of gas for space heating has more 
than made up for the slight loss in straight 
process use. For the twelve months end- 
ing September 1, 1958, our total gas 
sales were 12.35 per cent above the cor- 
responding period last year. In consider- 
ing this increase, it should be mentioned 
that the past winter of 1957-58 was con- 
siderably colder than the preceding winter 


of 1956-57. 


pe expenditures for construction in 
1958 will be 3.5 per cent greater than 
the total expenditures in 1957. Our con- 
struction budget for 1959 will be approxi- 
mately 8 per cent greater than that for 
1958. 

In summary, our gas business is grow- 
ing at a very satisfactory rate. We expect 
that it will continue to show a very healthy 
rate of increase. 





CURRENT AND FUTURE PROGRAMS OF THE GAS INDUSTRY 


San Diego Gas & Electric Company 
San Diego, California 


ROY D. DICKERSON 
Public Information Director 


yen the supply of natural gas avail- 
able to San Diego Gas & Electric Com- 
pany is somewhat limited and because a 
mild climate results in a short heating 
season, the company does not have a space- 
heating development program. It does, 
however, conduct advertising and sales 
promotion campaigns to stimulate sales 
and extensive use of large-size gas water 
heaters, gas dryers, and CP gas ranges. 

As for space-heating load balancing, it 
is not practicable, because of the short 
heating season, for San Diego Gas & Elec- 
tric Company to have storage for sea- 
sonal equating. Its supplying sources, 
Southern Counties Gas Company and 
Southern California Gas Company located 
in the Los Angeles area, do have a con- 
siderable amount of underground storage. 
The rate, which San Diego Gas & Electric 
Company pays for natural gas from these 
suppliers, does contain a charge for use of 
their storage facilities. A considerable de- 
gree of balance is achieved in the San 


= 


Diego distribution area through the 
curtailment of steam-generating plant use 
under peak residential demand conditions. 
This same factor of balance is also ac- 
complished through the curtailment of 
all industrial customers in the San Diego 
and the Los Angeles areas when a high 
residential situation calls for such action. 


eee San Diego is a “white spot” in the 

national economic picture and has been 
‘‘recession-proof,’ San Diego Gas & Elec- 
tric Company has not found it necessary 
to curtail its gas facilities construction 
plans. At midyear, business activity had 
risen to a record high in metropolitan 
San Diego. Employment was on the way 
up at the aircraft plants in this area— 
Convair, a division of General Dynamics 
Corporation; Ryan Aeronautical Corpora- 
tion; Solar Aircraft Company; and Rohr 
Aircraft Corporation. Construction, par- 
ticularly home building, has experienced a 
steady rise. 


Southern Counties Gas Company of California 
Los Angeles, California 


GUY W. WADSWORTH, Jr. 
President and General Manager 


SS is no question that the “reces- 
sion” has had its effects on imme- 
diate capital expenditures of Southern 
Counties Gas Company of California. 
However, the seemingly ceaseless popula- 
tion growth of southern California is 
going to continue to raise the demand 


for natural gas and require large addi- 
tions of new facilities. 

While Southern Counties has just com- 
pleted a downward adjustment of capital 
expenditures for the current year 1958, 
it is preparing for what may be the larg- 
est construction budget in its history for 
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1959. If preliminary estimates remain 
unchanged, Southern Counties will have 
a 1959 construction budget near the $30 
million mark. This would exceed the 
previous record budget—$24 million in 
1957—by 25 per cent. 

The long-range view in southern Cali- 
fornia is one of continued growth in 
population and expansion of industry. By 
1975 the Pacific Lighting system—of 
which Southern Counties is a subsidiary 
company—must stand prepared to meet 
a potential send-out twice its 1957 require- 
ments. Number of customers also is ex- 
pected to double. The 1958 “recession” 
will not alter this forecast appreciably. 
To meet these future requirements an 
orderly program for obtaining additional 
gas supplies must go forward. 

Of the $30 million Southern Counties 
expects to spend in 1959, more than one- 
third is planned for substantial additions 
to its transmission facilities. These facili- 
ties will be jointly owned with Southern 
California Gas Company and will be de- 
voted to increasing the flow of out-of-state 
gas into southern California. 


gba of the areas of early large-scale 
gas production— and usage—south- 
ern California is becoming dependent 
more and more on imported supplies. 
Southern Counties and Southern Cali- 
fornia Gas companies recently have an- 
nounced letters of agreement with El Paso 
Natural Gas Company calling for delivery 
of an additional 550 million cubic feet of 
gas a day, to be taken in stages beginning 
January 1, 1960. The two distributing 
companies’ transmission and storage af- 
filiate—Pacific Lighting Gas Supply Com- 
pany—has contracted for delivery of still 
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an additional 300 million cubic feet of gas 
daily. This latter supply is due to be 
brought into this area—pending regula- 
tory commission approval—in the early 
1960’s, and will come from Transwestern 
Pipeline Company, of Houston, Texas. 

The dominant rdle of natural gas in 
the southern California energy market 
may be attributed to early indigenous pro- 
duction and also the low cost and flexi- 
bility of a fuel ideally adapted to the 
area’s relatively mild climate. Constant 
and aggressive promotional work through- 
out the years today means that Southern 
Counties and Southern California Gas 
companies enjoy a 99 per cent saturation 
in house and water heating, and close to 
90 per cent of the cooking load. 

Because of this high saturation, both 
companies concentrate their promotion of 
house heating on upgrading the quality of 
appliances, and also on encouraging auto- 
mation of home heating systems. Both 
companies, however, promote actively at 
all levels use of year-round gas appliances 
such as gas ranges, water heaters, re- 
frigerators, and clothes dryers. One of 
the by-products of building the year-round 
appliance load is the leveling out of the 
difference between winter peaks and sum- 
mer valleys of send-out. Gas-fired air con- 
ditioning looms increasingly important as 
an additional tool for balancing the sum- 
mer to winter load. 


:" the interest of building and equating 

their gas load, the two Southland dis- 
tributing companies take it upon them- 
selves to design and initiate campaigns 
that are attractive to other segments of 
the gas industry. Sales promotion cam- 
paigns are a four-part effort by (1) the 
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manufacturer, (2) the appliance distribu- 
tor, (3) the appliance dealer, and (4) the 
utilities themselves. The companies de- 
velop complete campaigns in the new con- 
struction field as well as to stimulate sales 
in the replacement market. 

Major factors in equating the gas load 
in this area continue to be a large-scale 
sale of off-peak gas to interruptible cus- 
tomers, and extensive usage of under- 
ground storage reservoirs. The Pacific 
Lighting system currently maintains four 
underground storage facilities with a 
combined operating capacity of 28 billion 
cubic feet. Additional locations for under- 
ground storage are under consideration. 

As in other parts of the country, the 


1958 “recession” has slowed activity in 
construction of new housing in this area. 
This is reflected in a lower number of 
meters expected to be connected in 1958 
than in previous years. The general eco- 
nomic downturn also has had a slight ef- 
fect on industrial sales. These are tempo- 
rary conditions which will have relatively 
little effect on long-term development. 
Engendered by natural growth (increase 
of births over deaths) and continued im- 
migration, though perhaps of a lesser scale 
than during the years immediately follow- 
ing World War II, the southern Cali- 
fornia area will continue to grow. And 
Southern Counties Gas Company fully in- 
tends to grow with it. 


Southern Union Gas Company 
Dallas, Texas 


CLARE H. ZACHRY 
President 


. me Union Gas Company will 

invest nearly $14 million in 1958 to 
keep pace with the growth in its service 
areas in Texas, New Mexico, Arizona, 
and Colorado, and to meet the demand 
for increasing quantities of natural gas. 


Of this all-time high construction 
budget, which compares with expenditures 
of $11.5 million in 1957, approximately 
$10 million will be used to extend and 
improve facilities directly related to the 
transportation and distribution of natural 
gas. The balance, or about $4 million, 
will be used for oil and gas exploration 
and development, including additions to 
select leaseholdings which presently ex- 
ceed 700,000 acres in nine states and 
Alaska. 

Customers served directly and indirectly 


by the company as of June 30th reached 
312,616, a gain of 13,139 over the com- 
parable date in 1957. It is expected that 
during 1959 the company will continue to 
enjoy a favorable growth throughout its 
properties. 

Despite the fact that the currently de- 
pressed condition of the oil business has 
affected the local economy in some parts 
of the Southwest, there is little indication 
in Southern Union’s service areas of the 
business recession which has plagued cer- 
tain sections of the country. 

Southern Union this year has registered 
continuing gains in the important phases 
of its business, marked by significant in- 
creases in sales of gas and gas-burning 
appliances. The company anticipates in- 
stallation of approximately 400 residential 
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and small commercial gas air-conditioning 
units to its lines during 1958. In addition, 
installation of large-scale gas air-condi- 
tioning equipment continues to accelerate. 
Southern Union is also experiencing a 
large volume of gaslight sales. 


ie ee to the fortunate location of South- 

ern Union’s distribution system, the 
company currently enjoys nearly 100 per 
cent of its available space-heating load. 


We do not have, and are not planning, any 
local storage operations. 

Southern Union’s drilling program has 
continued on a very favorable basis. From 
January of 1957 through the first of Sep- 
tember this year the company drilled 108 
wells, of which 63 were gas wells, 27 oil 
wells, and 18 dry holes. Two recent re- 
covery wells in which the company is in- 
terested offer the prospect of significant 
additions to its oil and gas reserves. 


Texas Eastern Transmission Corporation 
Shreveport, Louisiana 


ROBERT J. FITZPATRICK 
Director of Public Relations 


rN the present time Texas Eastern 
Transmission Corporation has one 
natural gas storage area, Oakford storage, 
which is located about 30 miles east of 
Pittsburgh in southwestern Pennsylvania. 
Full storage capacity of the pool is 105 
million Mcf and one-half of this amount 
is available to Texas Eastern. This stor- 
age facility is a joint development of 
Texas Eastern and New York State 
Natural Gas Corporation. Development of 
Oakford began in 1951 and full storage 
capacity was reached in October, 1956. 
Operation of this facility has been most 
successful and its operation contributes 
greatly to the efficiency of the system’s 
operation. By use of Oakford the com- 
pany is able to render greater service to 
its customers and more adequately meet 
their peak demands by withdrawing gas 
from storage to augment regular de- 
liveries. 
The company has pending before the 


OCTOBER 23, 1958 


Federal Power Commission at this time 
a joint application with Transcontinental 
Gas Pipe Line Corporation and others for 
development of a natural gas storage pool 
in the Leidy field of northwestern Penn- 
sylvania. The companies had filed an ap- 
plication for each to acquire a one-fourth 
interest in the property. A favorable 
examiner’s decision was handed down 
August lst and the final results of the 
matter are now awaiting a commission de- 
cision. 


HE current recession has not in any 

way deterred Texas Eastern’s con- 
struction programs. The year 1957 was 
one which saw the completion of a heavy 
construction and expansion program, and 
consequently, the company had _ not 
planned as heavy a program during 1958. 
All programs that had been planned prior 
to the commencement of the current reces- 
sion are still on the agenda. 
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United Gas Corporation 
Shreveport, Loutsiana 


ED PARKES 
President 


oy United Gas Corporation 
has had a high saturatien of gas- 
heating customers. One of its major ob- 
jectives has been to balance the winter 
load with a substantial summer load. 

Air conditioning can provide the great- 
est additional load with the least expense. 
On the average, an investment of about 
$200 is required to add each new residen- 
tial customer to United’s distribution sys- 
tem. 

The base load of such customer 
amounts to 50 to 60 Mcf per year. With 
the addition of a three-ton gas air condi- 
tioner, his annual consumption will in- 
crease by approximately 120 Mcf without 
any additional plant investment. 

The average annual consumption of 
gas for cooling only in small residential 
and commercial installations is 40 to 50 
Mcf per ton in the Gulf South, depending 
on the latitude. Many large buildings and 
industrial installations use 60 to 75 Mcf 
per ton annually. United’s current annual 
deliveries of gas for summer air con- 
ditioning are conservatively estimated at 
more than a billion cubic feet. 

At the beginning of 1958 United Gas 


had 2,224 gas air-conditioning units of 
all types on its lines. These units repre- 
sented a total refrigeration capacity of 
18,986 tons. The company’s efforts to 
sell and promote the use of gas air con- 
ditioning were stepped up in the early 
part of this year, without hiring addi- 
tional employees, and by the end of July 
518 units had been added with a total 
rating of 3,399 tons. 


| a aa Gas hopes to double its 1958 
results in 1959, with the help of new 
manufacturers, new products, and addi- 
tional dealers. Close contact has been 
maintained with manufacturers of gas air- 
conditioning equipment to assist them in 
adapting their products to the climatic 
conditions of the area United serves. 

Revenues from the various classes of 
United’s distribution customers in the 
first six months of this year indicate that 
there has been no serious effect attrib- 
utable to the so-called “business slow- 
down,” and the management feels that 
there is no reason to be pessimistic about 
the long-range outlook for a sound and 
steady growth. 


Washington Natural Gas Company 
Seattle, Washington 


CHARLES M. STURKEY 
President 


. i ‘uE Washington Natural Gas Com- 
pany has, since the advent of natural 
gas in the fall of 1956, given top priority 


in the residential field to the development 
of the heating load. This load offers the 
greatest volume in this field and serves as 
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the foundation on which other residential 
uses can be added through the advantage 
of the lower combination rate. 

Shortly after the introduction of natu- 
ral gas, the company stopped merchan- 
dising central-heating equipment because 
the heating dealers assumed a very ag- 
gressive policy. Results to date have been 
most gratifying. In an area where less 
than 5 per cent of all the urban homes 
were gas heated before the arrival of 
natural gas, today a check of heating in- 
stallation permits issued by the various 
cities shows the majority are now issued 
for gas equipment. 


HE coming of natural gas with its low- 

er rates also opened up the industrial 
field for large volume sales. Today, sales 
of industrial interruptible gas comprise 
over 87 per cent of the total commercial 
and industrial gas sales volume. It is this 
large interruptible load that permits the 
heavy emphasis being placed on space- 
heating gas sales without large invest- 
ments in storage facilities. 

Especially pleasing results have been 
obtained from our commercial water-heat- 
ing rental campaign. This promotion is 
based on large volume water heaters being 
installed on a rental basis in apartment 
houses, restaurants, launderettes, etc. A 


monthly rental fee based on the type and 
size of heater is added to the gas bill of 
the renter. 


HE plan which was put into effect in 

February of this year has produced 

150 large volume water installations as of 

July. These heaters are expected to pro- 

duce an annual revenue of over $400 each. 

Customer statistics of June 30th of each 
year show the following growth: 


1956 44,865 Natural gas change-over completed 
December 22, 1956 

1957 50,117 Increase of 5,252 

1958 55,934 Increase of 5,817 


The company expended (round figures) 
$7.6 million for construction during 1956, 
the year natural gas arrived. In 1957 con- 
struction expense came to $5.5 million. 
The 1958 budget was prepared with an 
item $3.55 million for construction. How- 
ever, an unexpected increase in residential 
building has caused this budget to be 
revised upwards by $750,000 to provide 
service to these new homes. 

Unseasonably warm weather from De- 
cember 1, 1957, to date this year has af- 
fected our firm sales to a greater degree 
than the current business slowdown. A 
return of normal weather conditions would 
go far toward offsetting the gas sales 
volume lost through reduced industrial 
sales. 


Western Kentucky Gas Company 


Owensboro, Kentucky 


G. J. TANKERSLEY 
President 


oe Kentucky Gas COMPANY 

is in the process of organizing a 
gas air-conditioning department in its 
effort to balance the heating load. It is our 
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opinion that with the gas air-conditioning 
units that are currently available and with 
the units which are now in field test and 
in the research laboratories gas-actuated 





and 
of 





air-conditioning units will become a factor 
of some magnitude in the air-conditioning 
business. Our plans include aggressive 
sales promotion and merchandising along 
with active support of dealers in all phases 
and tonnage ranges of gas air condition- 
ing. Our company has an aggressive gas 
appliance merchandising program, and 
this program will become even more in- 
tense. 

We now operate two underground stor- 
age fields and have plans for the third 
storage field. 


€ 


Wisconsin Power and Light Company 
Madison, Wisconsin 
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The current recession has not had any 
impact on our present or future construc- 
tion program. Although some of the in- 
dustries which we serve have reduced by 
a small amount the quantities of gas which 
they are currently receiving from us, in 
the last eighteen months there have been 
either built or announcements of inten- 
tions to build twelve new industrial plants 
in the area we serve, and we still have, at 
regular intervals, inquiries by industries 
interested in locating in our section of 
Kentucky. 






CARL J. FORSBERG 
President 


ee we have retained an optimistic 
view of the immediate future, we have 
made no changes in plans for expansion 
of natural gas service by Wisconsin Power 
and Light Company during 1958, and 
there has been no notable abatement in 
demand for gas service. While primarily 
an electric company, gas service accounts 
for about 9 per cent of WP&L’s annual 
revenue. 

Gas revenues for the first half of 1958 
are 16.2 per cent higher than for the 
same period in 1957, reflecting princi- 
pally the influence of space-heating cus- 
tomers. However, other domestic uses 
have contributed to this increase. Indus- 
trial use of natural gas has dropped 
slightly in Wisconsin Power and Light 
Company’s gas-operating areas. 

Constructionwise, annual budget figures 
for natural gas extensions follow closely 
the revenue ratio. Budgeted by Wiscon- 


687 


sin Power and Light Company for 1958 
is approximately $1,550,000 for new gas 
distribution facilities to meet increased 
demand and particularly to serve new gas 
areas. 


38-mILE, 10-inch main will be built 

from Fond du Lac to Beaver Dam, 
primarily to provide a supplementary 
source of supply to the latter city, but along 
its route two new communities, with com- 
bined population of 6,000 persons, will 
be added. The company will build several 
miles of four-inch extensions to embrace 
communities adjacent to a gas-operating 
city, and an unestimated number of ex- 
tensions and services in new suburban de- 
velopments also are planned. 

Although present allotments for space 
heating have been exhausted, several pro- 
grams designed to increase natural gas 
use are currently under way. Through 
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sales representatives, emphasis is being 
placed on building gas load at canning 
factories and food processing plants. 


_ enon demonstrations, the com- 
pany is increasing its commercial gas 
cooking and water-heating load, and a 
campaign is planned for this fall to em- 
phasize advantages of gas clothes drying, 
water heating, and cooking in the home. 
Results of the various gas sales pro- 
motion activities have been consistent and 


There also has been some emphasis on 
gas refrigeration. 

Wisconsin Power and Light Company’s 
service area is about equally divided 
among agriculture, commercial-industrial, 
and domestic uses for electricity. Gains 
in natural gas usage, while not affected 
by agriculture, have maintained the pro- 
jected pattern of growth in commercial 
and domestic fields. The industrial load 
appears to be undergoing a period of ad- 
justment rather than recession, and it is 
apparent that this portion of the natural 


satisfactory, with sales of gas water 
heaters and dryers through June, 1958, 
about equal to the same period last year. 


gas service shortly will fall in line with 
other classes of use. 





AGA 1958 CONVENTION TIMETABLE, ATLANTIC CITY, 
NEW JERSEY 
Sunday, October 12th 
9.00 am. Registration, lobby, Convention Hall (till 6 p. m.). 
12.00 noon “Parade of Gas Progress” Utilization Exhibit, Exhibit Area, 
Convention Hall (till 6 p. m.). 
Monday, October 13th 
9.00 a.m. Registration, lobby, Convention Hall (till 6 p. m.). 
915 am. Organ recital, Ballroom, Convention Hall (till 9.45 a. m.). 
9.45 am. First General Session, Ballroom, Convention Hall. 
12.00 noon “Parade of Gas Progress” Utilization Exhibit, Exhibit Area, 
Convention Hall (till 6 p. m.). 
Executive Session, Ballroom, Convention Hall. 
Company Presidents’ Tour of “Parade of Gas Progress.” 
Accounting Section, Ballroom, Sheraton-Ritz Carlton. 
Industrial and Commercial Section, American Room, Traymore. 
Operating Section, Trimble Hall, Hotel Claridge. 
Home Service Roundtable, Rose Room, Hotel Traymore. 
President’s Reception and Gala, Ballroom, Convention Hall. 
Tuesday, October 14th 
Home Service Breakfast, American Room, Hotel Traymore. 
Registration, lobby, Convention Hall (till 6 p. m.). 
Organ recital, Ballroom, Convention Hall (till 9.45 a. m.). 
Second General Session, Ballroom, Convention Hall. 
12.00 noon “Parade of Gas Progress” Utilization Exhibit, Exhibit Area, 
Convention Hall (till 6 p. m.). 
12.30 p.m. Accounting Section Luncheon Meeting, Ballroom, Sheraton- 
Ritz Carlton. 
General Management Section Luncheon Meeting—Borton 
Room, Hotel Dennis. 
Ladies’ luncheon style show, Renaissance Room, Ambassador. 
Operating Section, Trimble Hall, Hotel Claridge. 
Residential Gas Section, American Room, Hotel Traymore. 
Wednesday, October 15th 
Registration, lobby, Convention Hall (till 12 noon). 
Organ recital, Ballroom, Convention Hall (till 9.45 a. m.). 
F .m. Third General Session, Ballroom, Convention Hall. 
12.00 noon “Parade of Gas Progress” Utilization Exhibit, Exhibit Area, 
Convention Hall (till 6 p. m.). (Open to general public.) 
“A Time for Greatness” Luncheon Meeting, American Room, 
Hotel Traymore. 
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Financial News 


and Comment 


By OWEN ELY 


Gas Industry Forges Ahead 
Despite Regulatory 
Difficulties 


peer the new problems imposed by 
the Memphis and Phillips decisions, 
the difficulty of obtaining needed new leg- 
islation from Congress, and the effects of 
the business recession, the natural gas in- 
dustry has continued its postwar growth 
record during the past year. This was par- 
ticularly true in the promotion of con- 
sumer use of gas. In addition to the 
amounts spent by gas appliance makers 
and local utilities, the AGA this year is 
spending $6 million on advertising, pro- 
motion, and research. It has sponsored 
Playhouse 90, one of the most successful 
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shows in TV history, which should develop 
broad interest in the industry. 

For a few years the industry has been 
somewhat handicapped in certain appli- 
ance fields by lack of effective co-opera- 
tion between manufacturers and the in- 
dustry. This was particularly true with re- 
spect to year-round air-conditioning units 
—while many optimistic forecasts were 
made, actual progress was negligible. Now, 
however, there has been a definite “‘break- 
through” with the taking over of Servel’s 
plant and projects by Arkansas Louisiana 
Gas. By getting the new air conditioner 
into mass production at lower prices, cur- 
rent indications are that over 10,000 resi- 
dential central air-conditioning units will 
be sold by Arkla-Servel during 1958, about 
three times as many as in previous years. 
This is also encouraging other appliance 
manufacturers to speed up their develop- 
ment work. The entry of such important 
manufacturers as RCA Whirlpool and 
Norge into the gas appliance field is espe- 
cially encouraging. 


I the recently issued AGA “Gas Facts,” 
the annual statistical handbook of the 
industry, it is pointed out that the gas in- 
dustry as a whole spent $86 million for 
promotional programs in 1957 or 27 per 
cent more than in the previous year. In 
competition with the electric utility indus- 
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try, gas obtained 59.1 per cent of the total 
national range market, up from 57.9 per 
cent in the previous year. Gas is being 
used for water heating in about 76 per 
cent of new homes, and for heating in 72 
per cent. There were 1.1 million new gas 
house-heating customers in 1957 and the 
industry anticipates that 3.7 million more 
such customers will be added in the next 
three years. A potential market for over 
57 million new residential gas appliances 
is estimated for the period 1958-62. 


HE gas utility industry, while continu- 

ing its rapid growth except when 
handicapped by lack of gas in certain areas 
such as the Midwest, is operating “under 
wraps” so far as rates, accounting, and 
share earnings are concerned due to these 
problems: 


(1) The difficulty of raising rates to 
consumers because of the Memphis de- 
cision. (A Supreme Court decision is 
anticipated later this year. ) 

(2) The basic problem of obtaining 
an adequate rate of return, which is in- 
volved both in FPC decisions and in 
the new contracts between pipelines and 
distributors resulting from the Mem- 
phis decision. 

(3) The failure of the industry and 
the FPC to set up workable standards 
for regulation of the independent gas 
producers, as required by the Phillips 
decision, on which Congress has not yet 
provided any guidance. A subsidiary 
problem is the fixing of “fair field 
price” for newly contracted supplies of 
natural gas from producers. 

(4) The problem of regional compe- 
tition between various pipeline interests. 
The competitive struggle in the Mid- 
dle West has, however, now been pretty 
well resolved and the difficulties on the 
Pacific coast will probably be settled in 
the courts. 
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Stocks of Gas Distributors 
Hit New High 


ree of gas distribution utilities have 
advanced to new high levels (see 
chart, page 693) under the stimulus of 
highly favorable interim earnings reports 
for recent twelve months’ periods, which 
show average gains of about 27 per cent. 
The gain for the Standard & Poor’s aver- 
age used in our chart is about 24 per cent 
over a year ago, while the gain for the 
similar Moody average is 28 per cent. 
Thus the gain in stock prices about 
matches the gain in share earnings, al- 
though the periods used are not exactly 
comparable. The gas retailers have about 
kept pace with the electric growth utilities 
in the past year. 

The market showing of the gas pipeline 
stocks is not as clean-cut. These stocks 
were harder hit by the Memphis decision 
and other regulatory uncertainties, and as 
a result dropped more sharply during the 
general market decline in the second half 
of 1957. Thus Standard & Poor’s index 
of six gas pipelines declined nearly 28 per 
cent between July 1, 1957, and January 1, 
1958, while a group of eleven distributors 
was off only 5 per cent. Since that date 
the pipelines have recovered only about 
two-thirds of their loss while the distribu- 
tors have advanced to new high levels. 


¥ 


Earnings of Gas Retailers Up 
27 Per Cent Due to Cold 
W eather 


HE Federal Power Commission com- 

piles monthly and twelve months’ 
earnings figures for 41 natural gas com- 
panies engaged in interstate transporta- 
tion or sale of gas, annual revenue of these 
companies accounting for nearly 60 per 
cent of the industry aggregate. As a re- 
sult of favorable cold weather conditions 
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over a large portion of the country, par- 
ticularly in the South, sales of gas (Mcf) 
increased about 7 per cent in the twelve 
months ended July 31, 1958, despite the 
effects of the recession on industrial sales. 
Reflecting higher rates (many increases 
having been put into effect under bond) 
revenues gained nearly 15 per cent. 


if pee cost of purchased gas was also up 
nearly 15 per cent, reflecting both the 
7 per cent larger amount and a 7 per cent 
rise in cost per Mcf. Increases in trans- 
mission, distribution, and miscellaneous 
expenses were smaller, reflecting mainly a 
gain of 9.6 per cent in wages. Federal in- 
come taxes increased only about 9 per cent 
but other taxes showed larger gains. The 
provision for deferred federal income 
taxes gained 29 per cent, presumably re- 
flecting both increased use of accelerated 
depreciation and also the regular increase 


in the item due to accruals against larger 
proportion of plant. Miscellaneous income 
gained 11 per cent and thus the industry 
was able to carry down to gross income 
almost all the increase in revenues. 


Howe the 14 per cent increase in 

gross income was reduced toa gain of 
only about 11.6 per cent in net income due 
to larger fixed charges. While gross plant 
increased only 10.5 per cent, interest 
charges on long-term debt jumped nearly 
23 per cent, reflecting the combination of 
high interest rates and increased debt. The 
burden of higher charges was mitigated 
slightly by an increase of 45 per cent in 
the credit for interest charged to construc- 
tion—if this bookkeeping item were 
omitted in both periods, income deductions 
would have increased about 22 per cent 
and net income would have gained only 
10 per cent. 
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WO million customers were added to the nation’s fast-growing 
natural gas network in 1957 and transmission facilities were increased 
by 5,000 miles. Customers have nearly doubled in the past seven years 
and tripled since 1945, when the total was 8.9 million. Customers using 
all types of gas, including “bottled gas”, now total nearly 40 million. 
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Industrial sales of the gas utility industry climbed 4.6 percent to 
40,476 million therms in 1957, even though the nation’s industrial 
activity remained at the previous year’s level. Since 1940, industrial 
gas sales have quadrupled while the industrial pace has only doubled. 
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hl the month of July revenues gained 8.5 
per cent over last year while deduc- 
tions increased only 7.7 per cent, so that 
operating income was up 13.2 per cent. 
However, this gain was more than offset 
by a sharp decline in other income and 
gross income was off slightly. With fixed 
charges up 12.9 per cent, net income was 
down 10 per cent for the month. How- 
ever, it must be remembered that the sum- 
mer months are relatively unimportant— 
revenues for July are only about 7 per 
cent of the twelve months’ total and net 
income less than 6 per cent. 

The FPC bulletin does not disclose 
earnings available for common stocks 
(after payment of preferred dividends) 
but the increase in the “balance for com- 
mon” would probably be slightly smaller 
because of the high cost of new preferred 
stock financing. In the table covering 68 
gas stocks which appeared in the previous 
issue of the ForTNIGHTLY, the averages 
for the two gas groups were about as 
shown in the table below, compared with 
similar averages for other utility groups. 


¥ 


Judge Otto Calls for Greater 
Unity in the Gas Industry 


er W. Orro, until recently presi- 
dent of the AGA, addressed the an- 
nual convention of the Independent Nat- 
ural Gas Association of America on the 
subject “Let’s Tackle Tomorrow Togeth- 


= 


Increases in Share Earn. 
Aver. for 


Latest 12 


Mos. Period 


Pipelines and Integrated Systems 8% 
Retail Gas Distributors a7 
Electric Utilities 4 
Telephone Cos.—Bell System ... D8& 
x ” —Independents ... D8 
Water Companies D4 


D—Decrease. 
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er.” Judge Otto believes that, instead of 
dividing their allegiance to separate divi- 
sions of the industry, senior executives of 
the production, transmission, and dis- 
tribution segments of the gas industry 
should get together and seek agreement 
on common industry policies and under- 
standings. 

“Tt’s high time we banded together,” he 
stated, “and launched an information and 
education program which would spell out 
exactly what we require in order to fulfill 
our obligation to customers, investors, and 
employees. This program should be di- 
rected not only to legislators and the press, 
but also to the various regulatory bodies 
under which we now operate.” 


 Chasesen and state commissions, he 

pointed out, need more information on 
the industry and should recognize that the 
search for new gas supplies is both costly 
and hazardous and that producers must be 
compensated for the substantial risks of 
capital involved. This is especially true 
with the greatly increased cost of drilling 
for gas at greater depths, in more remote 
areas, and in the offshore areas along the 
Gulf coast and elsewhere. Probably as a 
combined result of the Phillips decision 
and the recession, 4,000 fewer wells were 
drilled in the first eight months of 1958 
than in the same period of 1957, and 7,000 
less than in 1956. 

Judge Otto implied that the oil interests, 


Common Stock Ratios 
Aver. Aver. P-E Dividend 
1952-57 Yield Ratio Pay-out 

9% 4.3% 15.7 66% 
10 48 13.7 67 
46 15.6 72 
5.0 17.6 88 
44 16.5 73 
4.6 14.9 70 
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which produce so much of the nation’s 
gas supply, should become active members 
of the gas industry and “shoulder certain 
responsibilities with the rest of us.” They 
should devote time and money to study- 
ing the problems of the distributor and 
take an active interest in research and in 
development of new appliances. He sug- 
gested that a new group should be set up 


drawn from all four segments of the in- 
dustry. 

He also held that the industry is now 
greatly handicapped in obtaining new cap- 
ital, and that current high money rates 
have not been sufficiently recognized by 
the commissions. Regulatory bodies must 
be brought to a realization that the tradi- 
tional 6 per cent is no longer adequate un- 


= 
RECENT WALL STREET UTILITY BROCHURES 


Firm 
Thomson & McKinnon 


McDonnell & Co. 


Company Analyses 


American & Foreign Power 

American Tel. & Tel. (“Fountainhead of 
Electronic Science’) 

we plc eb. Re 2a ee Wertheim & Co. 

inet obey Cee ae | i Carl M. Loeb, Rhoades & Co. .......... 

Baltimore Gas & Electric PSESt SSOStON NGOED:. 556005 s00icc sesso see.s 

Canadian International Paper & Co. 

Central & South West Argus Research Corporation 

Citizens Utilities Schwabacher & Co. 

Columbus & Southern Ohio Electric 

Commonwealth Edison (Dividend Policy) ..Shearson, Hammill & Co. .......00ce eee 

Commonwealth Edison Goodbody & Co. 

Detroit Edison eC Ce Ck CCR ae eee 

CARS eS CO ere ene G. A. Saxton & Co., Inc. 

Gulf States Utilities Co. 

international Tel. & Tel. 2.0 20.sc.00000000 Eastman Dillon, Union Securities ...... 

international Tel. & Tel. :....00.000.c0%- PAaGrAS, WIPRAMIREO NO. < onesies oss cease 

stternational Wel. @ Tel. oc. ccccca sc caws ows H. Hentz & Co. 

fowa Maectise Tt BR Pwr. occisicis cceecscces SGACT, P CADOUY BE ACO) o.oo s0ssesese ces 

Middle South Utilities Argus Research Corporation 

Mississippi River Fuel Argus Research Corporation 

New York State E.& G. ...............c eee Auchincloss, Parker & Redpath 

Niagara Mohawk Power Coffin & Burr 

Philadelphia Electric Jas) 2. Oliphant Co: oo. csc cess 

Upper Peninsula Power A. G. Becker & Co. 

Virginia Electric & Power Argus Research Corporation 

Western Union Telegraph Parrish & Co. 

Western Union Telegraph Thomson & McKinnon 

Western Union Telegraph Laird, Bissell & Meeds 

Wisconsin Electric Power Goodbody & Co. 
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Montgomery, Scott & Co. ............. 
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der present conditions, but that 7 per cent 
or even 7} per cent is necessary. This is 
particularly true because the large life in- 
surance companies, which once invested 
heavily in the gas industry construction 
programs, are no longer allocating the 
same proportion of their funds. 


* 


Big Possibilities Seen in Gas 
From Oil Shale 


wo interesting articles have recently 

appeared on the long-range outlook 
for natural gas : one by Daniel Parson, di- 
rector of the AGA Bureau of Statistics, 
in the Commercial & Financial Chronicle 
of August 21st, and another by Martin A. 
Elliott and Marvin Chandler in the 
Analysts Journal for August. Mr. Parson 
sees at least four decades of expanding 
gas industry operations, with the industry 
gaining increased importance as an ener- 
gy supplier. In 1955 gas supplied 52 per 
cent of competitive energy requirements 
in the U. S. and he predicts that by the 
year 2000 the proportion will rise to 74 
per cent. After 1990 he thinks there may 


e 


be some synthetic gas used to supplement 
natural gas. He doubts that atomic energy 
is a serious competitive hazard. 

In their article on “The Bright Future 
for the Gas Industry” Messrs. Elliott and 
Chandler estimate total fossil fuel reserves 
in the U. S. as follows in trillions of 
of therms: 


Of these reserves roughly half would 
be recoverable either as primary fuel or 
fluid fnel. Thus about 200 trillion therms 
would be available or over five times the 
estimated energy demands in the United 
States of 36 trillion therms during the 
period 1958-2000. 


| pemeeanes it has perhaps been generally 
assumed that shale deposits were large- 


ly in Colorado and that they were of in- 
terest only to the oil industry. It now ap- 
pears that reserves in other states, includ- 
ing upper New York, exceed in the aggre- 
gate the Colorado deposits. 


DATA ON ELECTRIC UTILITY STOCKS 


9/25/58 Divs- 
Price dend 
About Rate 


American Elec. Power .... 
Arizona Public Service .... 
Arkansas Mo. Power .... 
Atlantic City Electric .... 
Baltimore Gas & Elec. .... 
Bangor Hydro-Elec. 
Black Tells. Ge ie. ese 
Boston Edison 

Calif. Elec. Power 

Calif. Oreg. Power 

Calif. Pac. Util. 

NGariOlitia tO tos. bieds Sac 
Cent. Hudson G. & E. .... 
Cent TBO G: caxceess 
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Cent. Louisiana Elec. ..... 
Cent. Maine Power 
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Cent. Vermont P. S. ...... 
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Aver. 
Iner. ’ _ Approx. 
913/58 Diet, P es 1° Sh. ie Div. Common 
7 Ox. wm Earns. arn. 
(Continued) About Rete * Yield | grease 1952-57 Ratio 


Cincinnati G. & E. ....... 34 1.50 16.8 
Citizens Util. “B” 17.9 
Cleve. Elec. Illum. ....... 16.2 
Colo. Cent. Power 17.1 
Columbus & S. O. E. ...... 16.0 
Commonwealth Ed. ....... 17.6 
Community Pub. Service .. 14.6 
Gann: TB Pr. 6 ocsic'ncee *15.6 
Consol. Edison ¥15.1 
Consumers Power *16.8 
Je Sh 3: Ce 16.0 
Delaware Pom L......62520% 
Detroit Edison 

Duke Power 

Duquesne Light 

ast Util, Assoc. .....5<0 
Edison Sault Elec. ........ 
DE) 3 
Empire Dist. Elec. ....... 
Florida Power Corp. ..... 
Qe 2 eee 
General Pub. Util. ........ 
Green Mt. Power .. 
Clg) Ui ee 
{lice OS Dees 
Hawaiian Elec. 

Houston L. & P. 

Idaho Power 

Illinois Power 
Indianapolis P. & L. ..... 
Interstate Power 

lowa mec, 1. Be Ps... 655 
Sowastth, GG @& Boos occas. 
Iowa Power & Light 

fowa Pilb, Serv. 2 ..056006 
lowa South. Util. ......... 
mansas Cty ©. 1... 62s 
ICS OS 4) ae 
SY. y 2 2 
Bentucky Util. .....5.500% 
Lake Superior D. P. ...... 
Long Island Lighting 
Louisville G. & E. 

Madison G. & E. ......... 
Maine Pub. Service 
Michigan G. & E. ........ 
Middle South Util. ....... 
Minnesota P. & L. ........ 
Miss. Valley P. S......... 
Missouri Pub. Serv. ...... 
JTS Se OF 
Montana Power 

New England Elec. ...... 
New England G, & E 

New Orleans P.S......... 
Newport Electric 

N. ¥. Siate FE &G.....;. 
Niagara Mohawk Power .. 
Northern Ind. P. S. ....... 
Nor. States Power 
Northwestern P. S. ...... 
Ohio Edison 

Oklahoma G. & E. 

Orange & Rockland Utils. .. 
Otter Tail Power 
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Aver. 
mn Incr. Approx. 
: 9/25/58 Divi- In Sh. Price- Div. Common 
(Continued) Price dend Approx. % In- Earns. Earn. Pay- Stock 
About Rate teld = crease 1952-57 Ratio Equity 


Racine Gree vokscsavees 10 15.8 
LES ay a2 Or ; 
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*Deferred taxes resulting from liberalized depreciation are not normalized. If they had been normalized 
the price-earnings ratio would be higher. **On average shares. D—Decrease. NC—Not comparable. A— 
American Stock Exchange. O—Over-counter or out-of-town exchange. S—New York Stock Exchange. 
Ja—January ; F—February; Ma—March; Ap—April; My—May; Je—June; Jy—July; Au—August; Se— 
September; Oc—October; N—November; De—December. a—Also 5 per cent stock dividend December 
27, 1957. b—Also 5 per cent stock dividend May 1, 1958. c—Also 5 per cent stock dividend March 10, 1958. 
f—Also stock dividend of one-half per cent quarterly. g—Also 5 per cent stock dividend July 1, 1958. h— 
Also 2 per cent stock dividend November 20, 1958, included in the yield. 
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What Others Think 


Flexible Rate Provisions in Intrastate Agreements 


_ natural gas pipeline companies 
have requested the U. S. Supreme 
Court to permit them to intervene, as 
“friends of the court,” in the so-called 
Memphis case (Memphis Light, Gas & 
Water Div. et al v. Federal Power Com- 
mission et al., 21 PUR3d 209, 250 F2d 
402). The companies, which own and op- 
erate over half of the natural gas pipeline 
industry’s plant in this country, want a 
chance to present their views as opposed 
to those of the municipalities. The latter 
are contending that because of the Su- 
preme Court’s decision in the Mobile case 
(United Gas Pipe Line Co. v. Mobile Gas 
Service Corp. (1956) 350 US 332, 12 
PUR3d 112), holding that the fixed-rate 
contract involved in that case could not 
be changed without the purchaser’s con- 
sent, it follows that the rates in the flexi- 
ble rate service agreements in issue in the 
Memphis case likewise cannot be changed 
without the purchaser’s consent, even 
though those agreements contemplate such 
consent. 

Among other things, the pipeline com- 
panies propose to argue that, contrary to 
the findings of the Federal Power Com- 
mission and the decision of the U. S. cir- 
cuit court of appeals for the District of 
Columbia in the Memphis case, the serv- 
ice agreements in issue are in reality fixed- 
rate contracts and therefore indistinguish- 
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able from those involved in the Mobile 
case and the Sierra case (Federal Power 
Commission v. Sierra Pacific Power Co. 
(1956) 350 US 348, 12 PUR3d 122). 
In support of their argument, the compa- 
nies have annexed an appendix to their 
brief designed to show that flexible rate 
provisions similar to those involved in the 
Memphis case are widely used throughout 
the country not only for the sale of gas, 
but in the electric and telephone indus- 
tries as well. They point out that, prior 
to the Memphis decision, the right of the 
seller to initiate rate changes under such 
agreements has never been questioned. 


_ following are examples of flexible 
rate provisions included in agree- 
ments used by gas, electric, and telephone 
companies in intrastate commerce: 


Alabama 
Gas: 
“, . the customer agrees to pay for all 
gas delivered by the company at the com- 


pany’s . . . rate now or hereafter on 
file with the Alabama Public Service Com- 
mission . . . provided that no rate charge 


hereunder shall exceed the rate prescribed 
or approved therefor by said commis- 
sion.” (Mobile Gas Service Corporation— 
Form of Contract for Commercial Heat- 
ing Gas Service.) 
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California 

Gas: 

“., . Customer shall pay Pacific at Pa- 
cific’s filed rates applicable to such service 
as such rates now exist and may hereafter 
from time to time, be altered, modified, or 
changed pursuant to authorization of the 
public utilities commission of the state of 
California.” (Contract between Pacific 
Gas and Electric Company and Pacific 
Coast Borax Company, division of Borax 
Consolidated, Limited. ) 

“Natural gas delivered hereunder shall 
be paid for under seller’s rate Schedule G- 
60 on file with the public utilities commis- 
sion of the state of California... or any 
effective superseding rate schedule. . .” 
(Contract between Southern California 
Gas Company and city of Long Beach.) 

“The company will charge . . . for all 
surplus natural gas delivered to the custom- 
er hereinunder in accordance with Sched- 
ule NS-1.. . and as adjusted by any sup- 
plemental rate sheet, properly filed with 
the railroad commission of the state of 
California and then in effect.” (San Diego 
Consolidated Gas & Electric Company— 
Form of Contract for Surplus Natural 
Gas Service. ) 


Telephone: 

“The applicant .. . agrees to pay for all 
charges against this service made in ac- 
cordance with the tariff schedules now on 
file or subsequently filed with the said 
[public utilities] commission.” (General 
Telephone Company of California—Form 
of Application for Service.) 


Colorado 

Gas: 
ce — furnished by company under 

its ‘schedule of natural gas service’ 
is subject to the particular rate applicable 
... together with such supplements to and 
revisions of said rate... from time to 
time in effect and on file with the public 


utilities commission of the state of Colo- 
rado.” (Public Service Company of Colo- 
rado—General Rules and Regulations. ) 

“Service will be supplied by the compa- 
ny under this agreement . . . subject to the 
rates, rules, and regulations as filed from 
time to time with the public utilities com- 
mission of the state of Colorado.” (Citi- 
zens Utilities Company—Service Agree- 
ment Form.) 


Electric: 

“The rates prescribed by all rate sched- 
ules are subject to revision upon approval 
of the regulatory authority having juris- 
diction.” (The Western Colorado Compa- 
ny—Electric Service Regulations. ) 


Connecticut 
Gas: 

“All rates are subject to revision as filed 
from time to time with the public utilities 
commission of the state of Connecticut.” 
(Connecticut Power Company — Rate 
Schedule M4—Seasonal Gas Service.) 

“.. the company agrees to supply the 
customer with natural gas .. . at rates in 
accordance with the company’s commer- 
cial-industrial Rate No. 5 as the same shall 
be approved from time to time by the pub- 
lic utilities commission . . .”” (Contract be- 
tween Bridgeport Gas Company and 
Northeastern Steel Corporation. ) 


Electric: 

“This schedule may be amended, re- 
vised, repealed, or withdrawn at any time 
and from time to time in the manner pro- 
vided by law.” (The Hartford Electric 
Light Company—Rate Schedule for Man- 
ufacturing Service (K).) 

“All rates are subject to revision as filed 
from time to time with the public utilities 
commission of the state of Connecticut.” 
(The Connecticut Power Company—Rate 
Schedule B—Rate—Light and Power, 
Commercial and Industrial. ) 
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Delaware 

Gas: 
74 HIs tariff may be revised, amended, 

supplemented, or otherwise 
changed from time to time, and filed with 
the public service commission.” (Delaware 
Power & Light Company—Northern Divi- 
sion—Rules and Regulations. ) 


Electric: 

“This tariff may be revised, amended, 
supplemented, or otherwise changed from 
time to time in accordance with the rules 
and procedures of the public service com- 
mission.” (Delaware Power & Light Com- 
pany—Rules and Regulations. ) 


Florida 


Electric: 

“The... customer shall receive and pay 
for all power and energy . . . in accordance 
with the terms and conditions of the com- 
. or any 


pany’s attached rate schedule. . 
effective superseding and applicable rate 
schedule in effect according to approved 
tariff.” (Florida Power & Light Compa- 
ny—Standard Large Power Agreement. ) 


Illinois 
Gas: 

“The customer hereby applies to The 
Peoples Gas Light & Coke Company for 
gas to be supplied to the above premises 
and agrees: 

“'.. (4) to... pay for the gas supplied 
hereunder in accordance with the terms 
and provisions of (a) the ‘large volume 
service’ classification and (b) the ‘terms 
and conditions of service’ contained in the 
company’s schedule of rates on file, from 
time to time, with the Illinois Commerce 
Commission.” (Peoples Gas Light & Coke 
Company—Application for Gas Form— 
Large Volume Service Classification. ) 


Electric: 
“The rates, rules, and regulations con- 
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tained herein have been filed with and ap- 
proved by regulatory authorities having 
jurisdiction and are subject to change or 
modification to conform to any change 
made by company when approved or 
ordered by said regulatory authorities.” 
(Union Electric Power Company—Gener- 
al Rules and Regulations Applying to Ur- 
ban and Rural Service Areas. ) 


Telephone: 

“The undersigned requests the General 
Telephone Company of Illinois to furnish 
in accordance with its filed tariffs, tele- 
phone service . . . and agrees to pay all 
charges in accordance with the tariffs now 
on file or subsequently filed.” (General 
Telephone Company of Illinois—A pplica- 
tion for Service Form. ) 


Indiana 

Electric: 
Ke HE rate and terms and conditions 

herein stated are the present legal 
rate and terms and conditions of the com- 
pany as filed with the public service com- 
mission of Indiana, and are subject to 
change by order or authorization of said 
commission.” (Public Service Company 
of Indiana, Inc—Form of Contract for 
Electric General Light and Power Serv- 
ice—Rate GS.) 


Kansas 
Gas: 

“The rates under which the bills for 
service are rendered are the present legal 
rates of the utility on file with the commis- 
sion and are subject to change in manner 
authorized or permitted by law.” (Kansas 
Power & Light Company—Rules and Reg- 
ulations (gas and electricity).) 


Electric: 

“The price schedules specified herein are 
subject to change upon approval of such 
change by the regulatory authority having 
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jurisdiction over the rates and charges of 
the company for the service provided for 
in this contract.” (Contract between Kan- 
sas Power & Light Company and The But- 
ler Rural Electric Co-operative Associa- 
tion, Inc.) 

“The rates under which the bills for 
services are rendered are the present legal 
rates of the company on file with the com- 
mission and are subject to change in man- 
ner authorized or permitted by law.” 
(Western Light & Telephone Company, 
Inc.—Rules and Regulations. ) 


Telephone: 

“., Any change in rates or regulations 
lawfully made effective by the telephone 
company shall, to that extent, act as a mod- 
ification of all contracts without further 
notice.” (Southwestern Bell Telephone 
Company—Rules and Regulations Apply- 
ing to All Customers’ Contracts. ) 


Louisiana 
Electric: 
“... If a rate increase or decrease should 
be made applicable to the class of service 
furnished customer, by the company or by 
order or permission of any regulatory 
body having jurisdiction thereof, such in- 
creased or decreased rates shall be applica- 
ble to the service rendered hereunder from 
and after the effective date of such rate 
change.” (Gulf States Utilities Company 
—Terms and Conditions. ) 


Maine 

Electric: 
€¢ ALt electric service to be furnished 

under this application shall be fur- 
nished subject to the company’s schedule 
of rates... as the same are in effect at the 
time service is rendered, or as thereafter 
changed or modified when such changes 
or modifications become effective.” (Cen- 
tral Maine Power Company—Form of 


Contract for Electric Service Requiring 
an Extenson of Line.) 


Maryland 
Electric: 

“All applications and agreements are 
taken subject to changes in or revisions of 
the prices charged and/or of these rules 
and regulations as lawfully filed with the 
public service commission from time to 
time.” (The Potomac Edison Company— 
Rules and Regulations. ) 


Massachusetts 

Electric: 
— for services furnished . . . 

shall be made in accordance with the 
following schedule of rates and charges 
subject to such changes therein as the Mas- 
sachusetts Department of Public Utilities 
or other duly constituted authorities may 
require, authorize, or allow from time to 
time . . .” (Contract between Fitchburg 
Gas & Electric Company and Fitchburg 
Yarn Company. ) 

“If, during the term of this agreement 
or any continuation thereof, increased or 
decreased rates of Edison... filed with the 
Massachusetts Department of Public Utili- 
ties, shall become effective, the rates pro- 
vided in Schedule X shall be similarly in- 
creased or decreased.” (Contract between 
Boston Edison Company and Boston Gas 
Company. ) 


Michigan 
Gas: 

“The customer shall pay for such gas 
in accordance with the company’s rate... 
and in accordance with such future revi- 
sions and amendments thereof, supple- 
ments thereto, or substitutions therefor as 
may be filed with and approved by the 
Michigan Public Service Commission dur- 
ing the term of this agreement.” (Con- 
sumers Power Company—Form of Con- 
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tract for Natural Gas Service—Industrial 
or Commercial. ) 

“Buyer agrees to pay seller for all nat- 
ural gas rendered under the terms of this 
agreement in accordance with seller’s rate 
schedules as described as follows .. . 
as filed with the Michigan Public Service 
Commission and as same may hereafter be 
legally amended or superseded.” (Michi- 
gan Gas Utilities Company—Form of 
Service Agreement. ) 


Electric: 

“The customer shall pay for such energy 

in accordance with the company’s rate No. 

. and in accordance with such fu- 
ture revisions and amendments thereof, 
supplements thereto, or substitutions there- 
for as may be filed with and approved by 
the Michigan Public Service Commission 
during the term of this agreement.” (Con- 
sumers Power Company—Form of Con- 
tract for Electric Service.) 

“The customer agrees that . . . he will 
pay for such service in accordance with the 
company’s rates applicable to such service, 
as filed with the Michigan Public Service 
Commission, and with any modifications 
thereof hereafter approved by the commis- 
sion.” (Upper Peninsular Power Compa- 
ny—Standard Contract for Rural Line 
Extension. ) 


Telephone: 

“This document constitutes the entire 
contract between the parties subject to the 
company’s tariffs, and tariff changes made 
from time to time, filed with the Michigan 
Public Service Commission.” (Michigan 
Bell Telephone Company—Form of Con- 
tract for Announcement Service. ) 


Mississippi 
Electric: 


66’ | ‘HE agreement for service is made 
expressly subject to. . . the at- 
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tached rate schedule and any lawfully 
made changes therein, substitutions there- 
for, or additions thereto.” (Mississippi 
Power & Light Company—Service Policy 
Applying to the Supplying and Taking of 
Electric Service. ) 


Missouri 
Electric: 

“The rates, rules, and regulations con- 
tained herein have been filed with and ap- 
proved by regulatory authorities having 
jurisdiction and are subject to change or 
modification to conform to any change 
made by company when approved or 
ordered by said regulatory authorities.” 
(Union Electric Company of Missouri— 
Urban and Rural Service Areas—General 
Rules and Regulations. ) 

“The customer shall... pay... the 
company’s rates .. . applicable to the serv- 
ice supplied hereunder which shall, upon 
the date of this agreement or any time dur- 
ing the period the customer is supplied 
with electric service hereunder, be current- 
ly in effect as published and prescribed 
schedules on file with the state regulatory 
commission.” (Kansas City Power & 
Light Company—Form of Electric Serv- 
ice Agreement. ) 


Montana 
Gas: 

“Buyer shall pay seller in accordance 
with rate schedule 86... and any altera- 
tions or amendments thereto approved by 
the public service commission of North 
Dakota . . .” (Montana-Dakota Utilities 
Co.—Gas Purchase Contract) (30-day 
cancellation period. ) 


Nevada 
Electric: 
& “oo rules and regulations, as well 
as all rate schedules, may not be 
revised, waived, or annulled by the compa- 
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ny except after approval of such action by 
the public service commission of Nevada.” 
(Southern Nevada Power Company— 
Rules and Regulations. ) 


New Hampshire 


Gas: 
ut bn rates under which service will 
be rendered will be as follows:... 
or such other rate as may be duly and le- 
gally filed and authorized by or ordered 
by the New Hampshire Public Utilities 
Commission.” (Contract between Gas 
Service, Inc., and the Province of St. 
Mary of the Capuchin Order.) 


Electric: 


“Rates and Charges. Payment for serv- 
ices furnished, held in readiness, or made 
available hereunder shall be made in ac- 
cordance with the following schedules of 


rates and charges subject to such changes 
therein as the public utilities commission 
of New Hampshire or other duly consti- 
tuted authorities may require, authorize, 
or allow from time to time...” (Contract 
between Concord Electric Company and 
St. Paul’s School of Concord, New Hamp- 
shire. ) 


New Jersey 


Gas and Electric: 

“Public Service may at any time and 
in any manner permitted by law, and the 
applicable rules and regulations of the 
board of public utility commissioners of 
the state of New Jersey, terminate, or 
change or modify by revision, amendment, 
supplement, or otherwise, this tariff or any 
part thereof, or any revision or amend- 
ment thereof or supplement thereto.” 
(Public Service Electric & Gas Company 
—General Rules and Regulations of 
Tariffs for Gas and Electric Service. ) 


New Me-zico 


Gas: 
aah dee company’s special industrial 
contract rate schedule (No. 56), 
as on file and effective from time to time 
with New Mexico Public Service Commis- 
sion, shall be applicable to all deliveries 
hereunder. If, during the term of this 
agreement, the rate to customer is in- 
creased from that presently effective by 
amendment to such schedule, or by substi- 
tution of a different schedule on file and 
effective with such commission . . . the 
customer may at any time after such rate 
increase terminate this agreement by writ- 
ten notice fixing the date of termination, 
given to company at least ten (10) days 
in advance of the date so fixed.” (South- 
ern Union Gas Company—Gas Service 
Agreement — Interruptible Service with 
City of Tucumcari.) 

“Tf during the life of this contract the 
state commission having jurisdiction re- 
ceives for file in authorized manner rates 
that are higher or rates that are lower than 
those stipulated herein for like conditions 
of service, the contractor hereby agrees to 
continue to furnish gas service as stipu- 
lated in this contract, and the government 
hereby agrees to pay for such gas 
service at the higher or lower rates 
from and after the date when such 
rates are made effective.” (Contract be- 
tween Southern Union Gas Company and 
Sandia Base.) 


Electric: 

“All changes duly made in the filed rate 
affecting terms and conditions of service 
under the contract between the customer 
and the company shall apply to the con- 
tract only when and as approved by the 
New Mexico Public Service Commission, 
or other regulatory body having jurisdic- 
tion, on and after the date such changes 
become effective.” (Public Service Com- 
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pany of New Mexico—Rules and Regula- 
tions. ) 


New York 


Gas: 
con ATURAL gas delivered hereunder 
shall be paid for under Service 
Classification No. 7 of the company’s 
Schedule PSC No. 1—Gas, on file with 
the public service commission of the state 
of New York or any effective superseding 
service classification.” (Columbia Gas of 
New York, Inc.—Service Classification 
No. 7—Form of Service Agreement. ) 
“The subscriber . . . agrees to pay for 
gas consumed .. . at the applicable rates 
shown for such service in PSC No. 8— 
Gas or superseding schedules thereof on 
file with the public service commission.” 
(Brooklyn Union Gas Company—Form 


of Application for Interruptible Service 
under Classification No. 5 of PSC No. 8.) 


North Carolina 
Electric: 

“All agreements and contracts for serv- 
ice between the company and its customers, 
including the rate schedules . . . are subject 
to such changes and modifications as from 
time to time may be made in the same and 
approved by the commission, or otherwise 
imposed by lawful authority.” (Duke 
Power Company—Rules. ) 


North Dakota 
Gas: 

“Buyer shall pay seller in accordance 
with rate schedule 86-N-1 ... and any 
alterations or amendments thereto ap- 
proved by the public service commission 
of North Dakota...” (Montana-Dakota 
Utilities Co.—Gas Purchase Contract.) 
(30-day cancellation period. ) 


Electric: 
“The power company will make its bill- 
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ings and the purchaser agrees to pay for 
electric energy used on the basis of appli- 
cable standard published rates of the pow- 
er company or on the basis of such stand- 
ard published rates as may supersede the 
existing applicable standard published 
rates.” (Otter Tail Power Company— 
Service Agreement with Sheyenne River 
Academy. ) 


Ohio 


Gas: 
a b customer agrees... to pay... 
for gas service in accordance with 
the company’s rates, terms, conditions, 
rules, and regulations applicable to the 
service supplied hereunder, and which 
shall, upon the date of this application, or 
at any time during the period that the 
customer is supplied with gas service, as 
provided for herein, be currently in effect 
as published in schedules lawfully filed with 
the public utilities commission of Ohio, 
supplements thereto and revisions there- 
of.” (The Toledo Edison Company— 
Form for Application for Gas Service.) 


“The applicant . . . does hereby agree to 
... pay for gas, electric, or water service, 
or any of them, at the applicable rates and 
under the rules and regulations of said 
company’s schedule as filed with the public 
utilities commission of Ohio and in effect 
at the time of delivery.” (The Dayton 
Power and Light Company—Terms and 
Conditions.) (Gas and Electric. ) 


Electric: 


“All contracts and applications for serv- 
ice are subject to change in rates, service, 
and in rules and regulations, hereinafter 
put into effect by the company, the public 
utilities commission, or other public au- 
thority, as provided by law.” (The Cleve- 
land Electric Illuminating Company— 
General Rules and Regulations. ) 
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Oklahoma 

Electric: 

“ .. but the company shall have the right 
to amend those rates, or rules, or to make 
such additional rates or rules as it may 
deem necessary from time to time, subject 
to their approval by the commission.” 
(Public Service Company of Oklahoma— 
Rules and Regulations. ) 


Telephone: 

“ ,, Any change in rates or regulations au- 
thorized by the legally constituted authori- 
ties acts as a modification of all contracts 
to that extent, without further notice.” 
(Southwestern Bell Telephone Company 
—Rules and Regulations. ) 


Oregon 


Gas: 
c¢ oe service is to be supplied and tak- 
en under and subject to the... 

provisions of company’s regular tariffs of 
rates... as from time to time made effec- 
tive.” (Portland Gas & Coke Company— 
Form of Application and Contract for Gas 
Service. ) 

“This agreement .. . shall be and remain 
subject to the applicable provisions of said 
Rate Schedule 44 . . . on file with the pub- 
lic utilities commissioner of Oregon, and 
any lawful amendments or supplements of 
said rate schedule . . .” (Portland Gas & 
Coke Company—Form of Service Agree- 
ment for Schedule 44—Interruptible In- 
dustrial Service—Large Volume. ) 


Electric: 

“The rates . . . herein are subject to 
modification or abolition in the manner 
prescribed by law by the company, by the 
public utilities commissioner of Oregon, 
or by any public authority having juris- 
diction.” (California-Pacific Utilities 
Company—Rule and Regulation No. 1 
—Notice of Filing General Terms and 
Conditions. ) 


“Rates... herein set forth are subject at 
all times to change or abolition by the 
company or after proceedings duly had, 
by the public service commission of the 
state of Oregon or any public authority 
having jurisdiction.” (California Oregon 
Power Company—Rule and Regulation 
No. 1.) 


Pennsylvania 
Gas: 
“. . the company shall deliver and the 
consumer shall receive gas for industrial 
purposes ... subject to... the tariffs... 
of the company as may be in effect from 
time to time and on file with the appropri- 
ate governmental authority or authorities 
...” (Cumberland & Allegheny Gas Com- 
pany—Industrial Service Agreement 
Form. ) 
“".. Said rates... are a part of this agree- 
ment and that when any other rates... 
are published and duly filed with the Penn- 
sylvania Public Utility Commission they 
shall become a part of this contract ex- 
cept as to any rates, rules, or regulations 
that may be disallowed or canceled by said 
commission.” (T. W. Phillips Gas & Oil 
Company — Application and Agreement 
Form for Gas for Class 1 Consumers. ) 


Electric: 

“All service is subject to the. . . rate 
schedules from time to time filed and 
posted by company in accordance with the 
Public Utility Law of the Commonwealth 
of Pennsylvania...” (Pennsylvania Pow- 
er & Light Company—Rules and Regula- 
tions. ) 


South Carolina 
Electric: 
¢¢ At agreements and contracts for 
service between the company and 
its customers, including the rate schedules 
and these service regulations, are subject 
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to such changes and modifications as from 
time to time may be made in the same and 
approved by the commission, or otherwise 
imposed by lawful authority.” (Duke 
Power Company—Rules and Regula- 
tions. ) 


Texas 

Electric: 

“... If a rate increase or decrease should 
be made applicable to the class of service 
furnished customer, by the company or 
by order or permission of any regulatory 
body having jurisdiction thereof, such in- 
creased or decreased rates shall be appli- 
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cable to the service rendered hereunder 
from and after the effective date of such 
rate change.” (Gulf States Utilities Com- 
pany—Terms and Conditions. ) 

“Electric service will be supplied . . . in 
accordance with such applicable rate sched- 
ule or schedules as may, from time to time, 
be established by the company.” (Houston 
Lighting & Power Company—Terms and 
Conditions for the Sale of Electric Serv- 
ice. ) 

Utah 
Electric: 
“The rates prescribed by all rate sched- 











ules are subject to revision upon approval 
of the regulatory authority having juris- 
diction.” (Utah Power & Light Compa- 
ny—Rules and Regulations. ) 


Vermont 
Electric: 

“All rates in this schedule are subject 
to the rules and regulations of this sched- 
ule and any changes or additions when 
properly filed with the public service com- 
mission.” (Central Vermont Public Serv- 
ice Corporation—General Information. ) 


Virginia 


Gas: 
rene gas delivered hereunder 
shall be paid for under rate sched- 
ule . . . of seller’s gas tariff on file with 
the state corporation commission of Vir- 
ginia or any effective superseding rate 
schedules.” (Commonwealth Natural Gas 
Corporation—Form of Service Contract. ) 


Telephone: 

“Any changes in rates or regulations 
authorized by the legally constituted au- 
thorities will act as a modification of the 
contract to that extent, without further 
notice.” (Chesapeake & Potomac Tele- 
phone Company of Virginia—General 
Regulations of the General Exchange 
Tariff. ) 


Washington 

Gas: . 

“The company agrees to render bills 
to the customer for all gas delivered under 
this contract in accordance with the terms 
of rate schedule . . . as said rate schedule 
and rules and regulations are from time to 
time in effect in the tariff filed with the 
Washington Public Service Commission.” 
(Spokane Natural Gas Company—Form 
of Gas Service Contract for Service on 
Rate Schedules 3 and 4.) 

“The undersigned . . . agrees to pay for 
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such natural gas at the rate as may be now 
or hereafter fixed by said company for the 
aforesaid service . . .” (Pacific Natural 
Gas Company—Application and Agree- 
ment for Gas Service. ) 


West Virginia 
Electric: 

“All applications and agreements are 
taken subject to changes in or revisions of 
the prices charged ... as lawfully filed with 
the commission from time to time.” 
(Potomac Light & Power Company— 
Rules and Regulations. ) 


Wisconsin 

Telephone: 
eal ioe customer expressly agrees to 

pay to the telephone company the 
legally authorized rates for all telephone 
service furnished to the customer at such 
rates as are now in effect or as may be 
hereafter authorized by . . .” (General 
Telephone Company of Wisconsin—Con- 
tract for Telephone Service Form. ) 


Wyoming 

Electric: 

“ .. should the company, during the term 
of the agreement, apply for and receive 
the authority to revise its standard indus- 
trial rate schedule . . . said revised sched- 
ule shall become the basis for charges here- 
after upon notification to the customer by 
the company.” (Industrial Power Energy 
Agreement between Black Hills Power & 
Light Company and the Federal Foundry 
Supply Company.) 

“The rates prescribed by all rate sched- 
ules are subject to revision upon approval 
of the regulatory authority having juris- 
diction.” (Utah Power & Light Company 
—Rules and Regulations. ) 


District of Columbia 
Electric: 
“The undersigned hereby authorizes and 
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requests the Potomac Electric Power Com- 
pany to furnish electric service for his own 
use at any address which he may designate 
within the territory served by the said com- 
pany, and agrees to pay for said electric 
service with the understanding that the 
furnishing of the service, the charges 
therefor, and the time of payment there- 


of are to be in accordance with the compa- 
ny’s rules and regulations and general 
terms and conditions now on file with 
and/or as filed with the proper regulatory 
authorities during the time of such serv- 
ice.” (Potomac Electric Power Company 
—Form of Application for Electric Serv- 
ice. ) 





Gas Industry Worried by Public Ownership Trend 


A“ article in The New York Times re- 
ported that a problem is shaping up 
in the gas industry over the alarming re- 
cent increase of publicly owned gas plants. 
It states that there are now 515 municinal 
gas companies in 34 states. This repre- 
sents a gain of 64 companies or 14.2 per 
cent since the end of 1956. And since 
1950 there has been a gain of 315 com- 
panies. 

While this is not the first time the gas 
industry has been worried by the spread 
of publicly owned gas companies, the 
American Gas Association has warned its 
members that government ownership in 
the gas industry continues to edge ahead 
slowly, but surely. Each time government 
ownership gains a little ground, free en- 
terprise loses, the association pointed out. 
The Times gave some convincing AGA 
statistics that emphasized the greater 
gains made by municipal operations than 
for the industry as a whole: 


For example, municipal systems 
added 286,623 customers, a gain of 
16.1 per cent, between 1956 and 1957. 
Private gas systems added 939,400 
customers, up 3.2 per cent. At the end 
of 1957, however, the private compa- 
nies had 30,476,000 customers, against 
2,069,401 served by the municipals. 

While the private companies were 
increasing their sales by 6.1 per cent 
to 77.3 million M-therms, the munici- 
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pals increased theirs by 6.4 per cent 
to 4.4 million M-therms in 1957. 
. . . Revenues of the municipal opera- 
tions increased to $240,084,000, up 16 
per cent above the 1956 level. This 
compared with the private gas utilities’ 
gains of 7.4 per cent in the same period. 
The private utilities’ gain was $283.3 
million, raising 1957 revenues to $4,- 


136,415,000. 


NLY two regions in the country, ac- 
cording to American Gas Associa- 
tion figures, showed no gains in municipal 
plants during the 1956-57 period. In each 
of the other seven areas gains were scored, 
with the largest being in the West-South- 
Central region. Here the total of com- 
panies was 131 at the end of 1957 which 
was up 22 since 1956. Tennessee chalked 
up the largest gains for any state. It had 
52 municipal gas plants on June 30, 1958, 
which was a gain of 17 above the 1956 
total. 
Second was Louisiana, up 11 to 59, 
and third was Illinois, up 10 to 25. The 
Times pointed out that 


There are still 14 states and the Dis- 
trict of Columbia that have no govern- 
ment-owned gas systems. This is the 
same number reported at the end of 
1956. 

In other words, the expansion of 
public gas systems continues only in 








eo we wl I 





regions that have some government- 
owned systems. 


The American Gas Association’s pres- 
ent aim is to preserve the status quo and 
prevent additional publicly owned gas 
companies from forming. Ultimately it 
hopes its member companies will absorb 
weaker companies with the end view of 
eliminating all government-held gas set- 
ups. 











nN 1955 the American Gas Association 
alerted its members to the steady en- 
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croachment of public-type gas companies 
on the privately owned gas systems. At 
that time it pointed up the close parallels 
between those states in which public gas 
was spreading and those in which public 
power was popular. “Government owner- 
ship in gas is experiencing a slow but 
steady growth, which is of importance to 
everyone, regardless of his business or 
position,’ AGA declared. In the light of 
these facts, the gas industry, indeed, is 
faced with a real battle to offset the march 
of the public gas proponents. 








Joun W. HI, chairman of the board of the 
well-known public relations firm, Hill & 
Knowlton, Inc., gives sound public rela- 
tions advice in his new book. Here are 
some of the high lights in “Corporate Pub- 
lic Relations” : 








Good corporate public relations de- 
pend, first, upon sound policies truly in 
the public interest and, second upon clear 
and effective communication, explana- 
tion, and interpretation of policies 
and facts to the public. . . . There 
is no such thing as good public re- 
lations for management unless they 
start with community relations. 
Public opinion is the greatest of all 
collective powers among people. 
Public confidence in a corporation as an 
institution must be earned and deserved. 
Yet “smart publicity” will never replace 
sound management policies and acts in 
building a solid foundation of good will. 
Many corporate managements are con- 
vinced that a direct connection exists be- 
tween good public relations and good 
health of the business and of the balance 
sheet. No other conclusion is possible in 
view of the extraordinary expansion of 
the corporation public relations activi- 
ties, According to Fortune magazine 
nearly 5,000 corporations now support 
public relations departments or retain 
public relations counsel. Less than three 




















Notes on Recent Publications 





decades ago the number was almost nil. 

. The highest purpose of public re- 
lations is to foster and promote under- 
standing among people. For this reason 
the art of communication assumes great 
importance in public relations, after poli- 
cies have been determined and decisions 
made. 


Mr. Hill also states in his book that an 
organization cannot achieve good, sound 
lasting public relations if its deeds fail to 
back up its words. Even cunningly con- 
trived mass propaganda, such as that used 
by the Soviet government, fails because it 
is not founded on truth and integrity. He 
says further that “good public relations has 
been called the corporate conscience—an 
indispensable attribute of modern and pro- 
gressive business. By keeping its conscience 
alive and alert, through good conduct and 
effective communications, corporate enter- 
prise will merit a continued vote of public 
confidence.” 

Although the title of Mr. Hill’s book is 
“Corporate Public Relations,” the princi- 
ples it enunciates are just as applicable to 
the conduct of any business, cause, or group 
activity. Thoughtful and provocative man- 
agement should find reading it richly re- 
warding, 

CoRPORATE PuBLic RELATIONS, by John 
W. Hill. Harper & Brothers, New 
York, New York. Price $4.95. 
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FPC OK’s 337 Gas Projects 


HE Federal Power Commission an- 

nounced it has approved a record 337 
natural gas projects which added 4,400 
miles of pipeline to the nation, during the 
twelve months ending June 30, 1958. The 
new projects, which cost $518,822,000, 
added 2,225 million cubic feet of gas to 
gas companies’ daily delivery capacity. 
Included in the new construction were 
compressor units providing an additional 
424,000 horsepower. 

These figures which were released by 
the FPC, include only construction by 
interstate natural gas companies and do 
not include work by independent pro- 
ducers. The largest single FPC authoriza- 
tion in the past year was given to the 
El Paso Natural Gas Company. The cost 
was $105,000 and was designed to add 
new gas reserves to the company’s system 
and to increase its daily sales capacity by 
185 million cubic feet to supply customers 
in Arizona and California. 


Refund Settlement Made 


HE Federal Power Commission has 
announced approval of a settlement 
under which natural gas customers of 
Mississippi River Fuel Corporation of St. 
Louis will receive funds totaling at least 
$300,000. The commission said the set- 
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The March of 


Events 


tlement terminates a proceeding which 
began some ten years ago with its order 
of an investigation of the gas rate of 
United Gas Pipe Line Company. 

In subsequent rate proceedings which 
came along with the investigation, United 
was ordered to make rate reductions which 
all of its customers except Mississippi ac- 
cepted in 1954. Mississippi appealed to 
the courts, which remanded the case to 
the commission. 


GE to Design Hanford Reactor 


f Bion General Electric Company has 
been assigned the job of making the 
final engineering design of a large-scale 
reactor which will cost $145 million for 
producing special nuclear materials. The 
Atomic Energy Commission, in making 
the announcement, stated that the reactor, 
which will be built at the AEC’s Hanford 
Works, in Richland, Washington, will be 
so designed that it can later be converted 
to produce electricity. 

Design engineering and construction 
work on the production reactor will con- 
tinue over a four-year period, the AEC 
said, but actual construction work will 
not start before next spring. 

The AEC also stated it is inviting in- 
dustry to take part in a joint effort to de- 
velop new uses for radioisotopes, now 
used extensively in industry in thickness 








gauges, traders in manufacturing proc- 
esses, and the like. 


TVA Revenues Sag 


-— revenue of the Tennessee Valley 
Authority decreased by $2.6 million 
during the fiscal year which ended June 
30, 1958. The total revenue was $233.6 
million compared with $236.2 million in 
sales obtained in 1957. 

The decline resulted from a $15.2 mil- 
lion dip in revenue from federal defense 
agencies. Sales to municipal and co-opera- 
tive distributors and neighboring utilities 
increased $12.6 million over 1957, TVA 
declared. Net revenue for the year totaled 
$55 million as compared with $58.1 mil- 
lion the previous year. This represents a 
return of 3.6 per cent on the $1.5 billion 
investment in power facilities of TVA. 
Return in 1957 was 4 per cent. 

TVA paid $10 million to the U. S. 
Treasury for fiscal 1958, but in 1957 it 
paid $30 million. Payments to the Treas- 
ury now total $250 million. 


THE MARCH OF EVENTS 


AEC Seeks Reactor Bids 


B*: have been asked by the Atomic En- 
ergy Commission from private in- 
dustry for constructing and operating a 
$51 million gas-cooled, graphite-moder- 
ated nuclear reactor. Under terms of the 
law approved by Congress, the AEC itself 
must construct the reactor if it does not 
receive a satisfactory proposal from indus- 
try within sixty days after requesting 
bids. 

Congress appropriated $20 million to 
begin construction of the reactor, and au- 
thorized a total of $51 million—the rest 
to be supplied later. President Eisenhower 
in approving the bill criticized the 60-day 
limit as too short. 

AEC Chairman McCone, in announcing 
the invitation for bids, reiterated the agen- 
cy’s policy “to encourage to the fullest 
extent widespread participation by the in- 
dustrial public in the development and 
utilization of atomic energy for peaceful 
purposes, and in enlisting the benefits of 
management incentives for cost reduc- 
tions in demonstration projects.” 


Alabama 


Rate Fight Tough 


A RECENT rate decision of the Alabama 
Public Service Commission is being 
appealed to circuit court by the Alabama 
Gas Corporation. Original rate increases 
would have yielded the company $4,675,- 
000 in revenue. Alabama Gas based its 
asked-for increase on higher prices it must 
pay to its supplier, Southern Natural Gas 
Company. 

However, the commission allowed only 
$2.5 million in its ruling which is why the 


company is taking its request to the courts 
for appeal on the grounds that the amount 
is not adequate. Attorney for the cities 
of Birmingham, Tuscaloosa, and Gads- 
den, who opposed the higher rates, stated 
that Alabama Gas may find it difficult to 
win further concessions. He pointed out 
that the increased income aimed at by the 
company was $1,245,000 in excess of 
what Alabama Gas would have to pay in 
increased cost to its supplier, Southern 
Natural Gas Company. 


Maryland 


Public Transport Forecast 


HE chairman of the state public serv- 
ice commission, Stanford Hoff, speak- 





711 


ing as a private citizen, has predicted the 
end of the Baltimore Transit Company as 
a private firm. He said, under present 
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financial conditions, the company cannot 
hope to continue for many years. Ulti- 
mate public control and subsidy seem in- 
evitable. 

In Hoff’s opinion, municipal authority 
might be preferable to direct public owner- 
ship. He called attention to the fact that 
the company is currently asking for a five- 


cent increase in its basic fares. This would 
yield $500,000 in return. Without the 
increase, the company is estimated to go 
in the red by $1.1 million. 

Hoff, in citing similar poor financial 
conditions elsewhere in the transit indus- 
try, said public transit is necessary, so 
something must be done to maintain it. 


Missouri 


General Increase Asked 


NION ELectric Company of St. 
Louis has filed applications with the 
Missouri commission for a system-wide 
annual rate increase of $7,893,000. Re- 
vised tariffs covering sales to other utili- 
ties will be filed with the Federal Power 
Commission. 
This is the second rate increase asked 
by the company in thirty-nine years. The 
last increase was obtained in 1953. The 


proposed rate increase amounts to 7 per 
cent of the utility’s gross revenue from 
electric sales during the year ended last 
June 30th, and will net the company about 
$3.6 million after taxes, according to the 
company’s president, J. W. McAfee. 

Missouri will account for $6,478,000 
of the increase, $1,130,000 in Illinois, and 
$285,000 in Iowa. Rising costs of equip- 
ment and labor made the applications for 
higher rates imperative. 


New York 


TWU Fights Sale to Con Ed 


HE sale of three New York transit 

power plants to Consolidated Edison 
Company has been opposed by the Trans- 
port Workers Union. They contend such 
a transfer is specifically barred by law. 
Furthermore, the union said the transac- 
tion would be economically unwise, would 
lead to a 15-cent subway fare, endanger 
the job rights of power plant workers, and 


cause labor unrest on the transit system. 

Two lengthy documents were presented 
to Mayor Wagner to support these conclu- 
sions. The union wants a public hearing 
on the question. 

Many technical difficulties involved in 
working out a bill of sale on the Con Ed 
sale have consumed five months already. 
With the TWU raising doubts on the 
sale’s legality, the process may be stalled 
still longer. 


Vermont 


Rate Change Vetoed 


_ application for a change in rates by 
Central Vermont Public Service Cor- 
poration was disapproved by the Federal 
Power Commission. The reasons given 
were that Central Vermont had failed to 
name the customers the change would 
affect, or to say whether they had agreed 
to it, and include other information re- 
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quired by the Federal Power Commission. 
The company had asked for a new rate 
schedule that would apply to certain cus- 
tomers who plan to reduce their pur- 
chases from Central Vermont in favor of 
deliveries from the St. Lawrence seaway 
power project. It was not clear whether 
the rate change asked would increase or 
reduce rates to the customers involved. 





Progress 
of 


Regulation 











Trends and Topics 


Propriety of Rate Escalation Clauses 


_ decision of the Illinois supreme court upholding an order of the com- 
mission authorizing an automatic adjustment clause to be filed as part of 
the rate schedule of a gas-distributing company (24 PUR3d 334) was reviewed 
in the FortNIGHTLY September 25, 1958, at page 495. The Illinois court 
noted that authority to approve rate schedules embraces more than the au- 
thority to approve rates fixed in terms of dollars and cents. An automatic 
adjustment clause was said to be a set formula by which the price of gas to 
the consumer was fixed by inserting in the formula the wholesale price of gas 
authorized by the Federal Power Commission. 


Administrative Discretion As to Escalator Clause 


Like the Illinois court, the Rhode Island supreme court has recently decided 
that the matter of including a fuel adjustment clause in a rate schedule is a 
matter peculiarly of an administrative nature. Narragansett Electric Co. wv. 
Kennelly, 143 A2d 709. The court, in reviewing a rate order of the public 
utility administrator, said that there is broad room for the exercise of a sound 
discretion by the administrator as the agent of the legislature, and only if in 
the exercise of such discretion he has arbitrarily denied the company some 
constitutional right should the court disturb his finding. The administrator 
(21 PUR3d 113) had expressed the belief that the company should submit a 
revised fuel clause which would reflect changing conditions in generation, 
transmission, and distribution efficiency as they occur in the future. This 
ruling related to electric rates. The administrator, however, had neither ap- 
proved nor disapproved a gas price adjustment clause for this company. The 
court ruled that this was error and that it was his duty to decide upon the 
reasonableness of a price adjustment clause in the gas rate schedule. 


The Virginia supreme court upheld the commission order approving an 
escalator clause in a gas rate schedule to which reference was made in the 
ForTNIGHTLY May 26, 1955, at page 639. The court held that the rate regula- 
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tory powers of the commission are not limited to the mere change of a par- 
ticular rate and that it has power to change any part of a filed schedule rate, 
rule, or regulation that in any manner affects the rates charged or to be charged. 
An escalator clause was said to be merely a fixed mathematical formula applied 
to a rate schedule whereby rates fluctuate as the wholesale cost of supply to 
the utility fluctuates. There was said to be no denial of procedural due process 
of law to consumers merely because public notice and hearing were not given 
on each occasion that the actual rate was increased by reason of the operation 
of an escalator clause (11 PUR3d 438). 


California Commission Views 


The California commission concluded that it would not be consistent with 
the public interest to permit the inclusion of fuel or tax escalator clauses in 
rate schedules or contracts of the California Electric Power Company. The 
clauses had been opposed by counsel for the United States government, who 
stated that their use permits rates to be raised without an investigation and 
public hearing. The California Manufacturers Association also opposed the 
proposed tax and fuel clauses. The commission did not find sufficient evidence 
of competition in the service area to warrant competitive fuel clauses, and it 
did not “look with favor on automatic cost adjustment clauses.” The com- 
mission said that fuel clauses may have their proper place in certain schedules 
where it is essential that competitive conditions with regard to customers’ local 
generation be met (23 PUR3d 275). 

The California commission has approved the deletion of fuel clauses from 
rate schedules of Southern Counties Gas Company (20 PUR3d 267) and 
Southern California Gas Company (21 PUR3d 1). Insertion of a fuel escalator 
clause in rate schedules of Southern California Edison Company (21 PUR3d 
15) and Pacific Gas and Electric Company (21 PUR3d 48) was disapproved 
where there was involved the question of keeping rates competitive with the 
cost of private generation of power. 

The commission, in an earlier case relating to rates of Southern Counties 
Gas Company, approved the substitution of a permissive type of fuel clause 
which would not require gas price changes with oil price changes, as a substi- 
tute for a mandatory type of fuel oil clause which required such rate changes, 
in view of the commission’s conclusion that it should exercise its jurisdiction 
over rate levels rather than surrender its control to a mandatory automatic 
fuel adjustment clause (1 PUR3d 475). 


Kentucky Commission Views 


The Kentucky commission approved a purchased gas adjustment provision 
for a distributing company where it was necessary for the company to supple- 
ment the local gas supply by the purchase of additional supplies from outside. 
This source of supply was subject to the jurisdiction of the Federal Power 
Commission, both as to production and rates to be charged. The commission 
said that the filing of a rate case before the Federal Power Commission set off 
a chain reaction of rate cases within the state, and it concluded that the escala- 
tor clause would result in the avoidance of time-consuming and costly rate 
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proceedings without abandonment of the commission’s rate-making authority 
(21 PUR3d 394). 

In another case, however, the commission denied an electric company’s re- 
quest to include adjustment clauses based upon increases in labor costs, taxes, 
and fuel costs. The commission did not feel that the same situation existed 
with respect to these rate proposals as existed in the case of gas-distributing 
companies where the wholesale cost of gas is a major portion of total operating 
expenses (22 PUR3d 113). 


Other Expressions of Opinion 


The Maine commission, in 1956, disapproved a fuel clause for residential 
electric customers on the ground that rates should be definite and certain (14 
PUR3d 405). Later, in another case, it approved a fuel clause for application 
to electric customers, including residential, commercial lighting, and others, 
subject to the condition that the company must file each particular adjustment 
for commission approval prior to its application to monthly billings. It said 
that since its earlier decision Massachusetts and Vermont had extended the 
application to residential consumers. After distinguishing a judicial decision 
(PUR1923A 140) and considering the advantages of fuel clauses both to a 
company and to customers, it concluded that they would help to keep rates 
in harmony with upward and downward swings of price levels (22 PUR3d 
466). 

The practical effect of a purchased gas adjustment clause, said the Massa- 
chusetts commission, does not conflict with the legislative intent where a 
statute provides that in any pending rate investigation applications before the 
Federal Power Commission affecting the wholesale price of gas must be taken 
into account (9 PUR3d 152). The commission has also approved fuel clauses 
for electric companies (18 PUR3d 315). 

An electric company was allowed by the Arkansas commission to base a 
fuel adjustment clause upon the weighted average cost of fuel for the second 
month prior to the billing period, rather than upon the weighted average price 
of fuel for the 12-month period ending with the second month prior to billing, 
so that changes in the cost of fuel would be currently reflected in the rates 
(13 PUR3d 1). The commission, in an earlier case, had ruled that inclusion 
of a tax adjustment clause and a purchased gas adjustment clause in a rate 
schedule applicable to large industrial consumers was not warranted (10 
PUR3d 407). The order was reversed on other grounds (18 PUR3d 13). 

A gas company’s proposal to include a tax adjustment clause was rejected 
by the Wyoming commission in order that it might have more time to observe 
the effects of such taxes and assessments in the state and the experiences of 
other regulatory bodies with similar clauses (13 PUR3d 523). Later this 
commission required an electric company to delete a tax adjustment clause 
from the schedule (18 PUR3d 166). 

An electric company was authorized by the Florida commission to increase 
or decrease consumer rates in relation to fuel costs (16 PUR3d 474). A gas 
company was authorized by the same commission to establish a fuel adjustment 
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clause based on a specified cost per gallon ot propane used in the manufacture 
of gas. The commission also permitted the company to put into effect a tax 
adjustment clause whereby there would be variations in rates dependent upon 


changes in taxes (18 PUR3d 59). 


A Pennsylvania court said that the operation of a fuel adjustment clause 
is primarily a factual matter for determination by the commission (5 PUR3d 
129). The Pennsylvania commission has approved fuel adjustment clauses for 


electric companies (13 PUR3d 29). 





Review of Current Cases 


Rhode Island Court Rules on Valuation, Expenses, 
And Rate Issues 


O* appeal by a gas and electric com- 
pany, the Rhode Island supreme 
court upheld the major portion of a rate 
order of the public utility administrator 
(21 PUR3d 113) reversing and remand- 
ing only on deferment of action relative 
to a proposed gas adjustment clause and 
an invasion of managerial discretion in 
denying a proposal for bimonthly billing. 
The company had listed 121 reasons of 
appeal, but had later compressed them into 
two basic issues under which it had 
argued 13 subsidiary questions. First, the 
company contended that various rulings 
had resulted in unlawful and unreason- 
able rates and, second, that the same rul- 
ings had violated constitutional rights. 


Book Cost Formula 


The company contended that the ad- 
ministrator had erred in using the book 
cost formula; i.e., actual original cost less 
depreciation, in determining the fair value 
of its property. It also argued that the 
administrator had erred in giving no 
weight to evidence in support of the use 
of trended original cost. 

The court held that he was not required 
to follow any particular formula in deter- 
mining fair value. The fact that he had 
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used book cost did not constitute a viola- 
tion of either the federal or state constitu- 
tional prohibition against taking property 
without just compensation or without due 
process of law. 


Average versus Year-end 


The company’s next contention was 
that the administrator, in using the book 
cost method, was bound to calculate the 
rate base as of the end of the test year and 
that he had erred in averaging it at the 
beginning and end of that year. The court 
pointed out that, in the absence of any 
contradictory expert testimony, he had 
adopted the principle that there should be 
a matching of income earned during the 
period with the average plant in service 
during that same period. The court would 
not disturb this conclusion since it was 
grounded upon substantial evidence. 

The fact that the administrator had used 
an end-of-period rate base in previous 
rate cases did not bind him to follow the 
same procedure in the instant case. To 
require him to follow a course which had 
been followed in some other case on dif- 
ferent facts, said the court, would place 
the administrator in a constitutional vise 
that would deprive him of the freedom 
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to decide what was a just and reasonable 
rate base on the facts in evidence. 


Plant Acquisition Account 


The court held that the fact that plant 
acquisition account had been included in 
the rate base of other utilities in other 
rate cases did not bind the administrator 
to include the account in the instant case. 
The company had not made any showing 
that the unamortized acquisition adjust- 
ment represented any tangible or intangi- 
ble benefit to the consumer. Exclusion of 
the account did not result in a confisca- 
tion of property in violation of the state 
and federal constitutions. 


Working Capital 


The administrator’s reduction of the 
working capital allowance by an amount 
equal to tax accruals available for offset 


was sustained. The fact that such pro- 
cedure may not have been followed in 
previous cases did not alter the court’s 
decision, since there was substantial evi- 
dence upon which this action was based. 


Plant under Construction 


The administrator did not err in ex- 
cluding plant under construction from the 
rate base. He had also excluded from 
earnings used to measure the adequacy of 
the rates the interest which the company 
had capitalized, so that exclusion of the 
unfinished construction did not deprive 
the company of anything to which it was 
lawfully entitled. The law is well settled, 
said the court, that property not actually 
used and useful does not properly belong 
in the rate base. 


Depreciation Reserve 


In reducing the original book cost by 
deducting accrued depreciation, the ad- 


ministrator had used an estimated de- 
preciation reserve rather than the de- 
preciation account on the company’s 
books. 

The court held that there was no 
error in deducting an estimated accrued 
depreciation reserve based on the straight- 
line method and that the administrator 
was not precluded from doing so merely 
because the company’s book reserve was 
in conformity with an accounting method 
previously approved. The company was 
found not to have suffered confiscation of 
property in violation of due process. 


Bimonthly Billing 


The administrator was held to have 
committed prejudicial error in rejecting 
bimonthly billing. This is an incident of 
management, pointed out the court, which 
would not have an adverse effect on any 
rights of ratepayers. The regulatory au- 
thority should not interfere in this func- 
tion of management unless there is sub- 
stantial evidence tending to prove that 
bimonthly billing would be an unjust and 
unreasonable burden on the ratepayers. 

Ordinarily, said the court, the mere 
fact of invasion of management is not a 
good ground of error since the whole 
regulatory process of rate making is itself 
a species of such invasion. However, to 
be valid in any of its phases and stand up 
under judicial review, the exercise of the 
process must rest on just and reasonable 
grounds. The vice of the order in the 
present instance was that it lacked such 
grounds. The case was remanded for re- 
vision of the order with reference to bi- 
monthly billing and the gas adjustment 
clause. Narragansett Electric Co. v. 
Kennelly, 143 A2d 709. 

The court’s views on fuel clauses are 
reported under “Trends and Topics,” 
ante, page 713. 
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Interstate Gas Company Unsuccessfully Challenges 
Certificate Award to Intrastate Gas Company 


lies supreme court of Georgia upheld 
a trial court’s refusal to enjoin and 
set aside an order of the Georgia commis- 
sion authorizing an intrastate gas pipeline 
company to serve an area despite objec- 
tions of an interstate gas company. The 
court held that since the interstate com- 
pany did not serve the area involved and 
had no application pending to serve such 
area, it could not complain that the statute 
authorizing the granting of the certificate 
was invalid under the commerce clause of 
the federal Constitution. 

The court pointed out that before a 
statute can be attacked on the ground of 
its unconstitutionality one must show 
that its enforcement is an infringement 
upon his right of person or property and 
that such infringement results from the 
unconstitutional feature of the statute. He 
must show that the alleged unconstitu- 
tional feature of the statute injures him 
and deprives him of rights protected by 
the state or federal constitutions. 


State Statute Involved 


In 1956 the Georgia legislature passed 
a law providing that no person or com- 
pany, except municipal corporations and 
counties of the state, should construct or 


operate in intrastate commerce a natural 
gas pipeline without first obtaining a cer- 
tificate from the Georgia commission. The 
interstate company claimed that the act 
offended that part of the state Constitution 
which empowered the commission to 
regulate the extraterritorial rates and 
service of county and municipal utility 
plants financed from the proceeds of 
revenue-anticipation certificates. It claimed 
that this constitutional provision was 
violated by the act because municipalities 
and counties were expressly excepted 
from its regulatory terms. 

The court said that even assuming that 
this feature of the act did render it un- 
constitutional, nevertheless the interstate 
company would not be heard to raise this 
constitutional question unless the act op- 
erated in such a way as to injure it. Such 
was not the case here, however, since no 
municipality or county was operating or 
seeking to operate a gas pipeline facility. 
The court concluded that the interstate 
company was not injured in any way by 
the exclusion of municipalities and coun- 
ties from the provisions and the operation 
of the statute. South Georgia Nat. Gas. 
Co. v. Georgia Pub. Service Commission 
et al. 104 SE2d 97. 


FPC Jurisdiction to Make Declaratory Order 
As to Effective Gas Rate Upheld 


+ "Reman court of appeals has with- 
drawn its decision of May 28, 1958, 
in which it held that the Federal Power 
Commission lacked authority to enter 
what the court then considered to be a mere 
advisory or declaratory order determining 
the effective rate which Phillips Petroleum 
Company was entitled to charge Pan- 
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handle Eastern Pipe Line Company for 
gas sold following June 7, 1954. The 
earlier opinion of the court was reviewed 
in Pusiic UTILITIES ForTNIGHTLY, July 
31, 1958, at page 205. 

There was a controversy between the 
two companies over the proper interpre- 
tation of a gas purchase contract contain- 
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ing escalation clauses. Without reaching 
the question of contract interpretation and 
application, which the examiner had re- 
solved into a figure of 3.46363 cents per 
Mcf, the commission had found that the 
effective rate was the rate actually being 
paid by Panhandle on June 7, 1954, as 
reflected by billing statements filed with 
the contract (18 PUR3d 7). The amount 
was 3.18236 cents per Mcf. 


Contractual Rate Controlling 


The commission thought the fact that 
Phillips might have been contractually en- 
titled to a higher rate on the specified date 
was not pertinent to the inquiry. Taking 
this view of the case, the commission had 
decided that it was unnecessary to deter- 
mine whether the examiner had correctly 
construed and applied the contract pro- 
visions. It pointed out, moreover, that the 
effective rate could not be changed by a 
revised or corrected billing statement 
which Phillips offered for filing and 
which the commission rejected. 

The court, although upholding the 
commission’s authority to enter a declara- 
tory order, ruled that the commission was 
wrong in holding that the rate actually 
received by Phillips was the effective rate. 
Since the rate schedule required to be 
filed was the basic contract along with all 
amendatory agreements or supplements, 
the effective rate was that which Phillips 
was entitled to receive under the con- 
tract. Such rate was not the lesser price 
actually being paid by Panhandle, as re- 
flected in the billing statement. 

The court observed that an initial rate 
fixed by contract remains in effect under 
the Natural Gas Act unless and until it is 
changed as provided in § 4(d) and (e) 
or in a proceeding under § 5(a) upon a 
finding that the rate charged is unreason- 
able. The initial rate could not be changed 
by the fact that a lesser amount was ac- 


tually being collected or by the filing of a 
billing statement reflecting a _ lesser 
amount. 


Declaratory Jurisdiction 


Panhandle contended that the commis- 
sion’s order was merely declaratory, which 
contention the court thought was not 
without substance. Panhandle argued that 
under § 5 of the Natural Gas Act the 
commission has power only to fix rates “to 
be thereafter observed and enforced” and 
not to operate retrospectively, and that 
it has no power to make reparation orders. 
Therefore, it was asserted, the commission 
was without jurisdiction to determine the 
correct rate in effect on June 7, 1954, 
in a proceeding begun and an order made 
in 1956. . 

The commission argued that the dis- 
positive question decided by it was 
whether Phillips would be permitted to 
revise its billing statement for gas sold 
to Panhandle and charge Panhandle an 
increased rate without filing any change 
in rates under § 4(d) of the act. The 
court said there could be no doubt that the 
commission had jurisdiction to determine 
whether it would permit the filing of the 
revised billing statement, under its gen- 
eral power to make “orders necessary or 
appropriate to carry out the provisions of 
this act.”’ 

In order for the commission to deter- 
mine whether it would permit the revised 
billing statement to be filed, said the 
court, it was necessary for it to determine 
the rate legally effective on June 7, 1954, 
and whether the revised billing statement 
would reflect a rate different from the 
legally effective rate, and, if so, whether 
Phillips, to effect such change in rates, 
would have to file a change under § 4(d). 
The court held, moreover, that the com- 
mission had jurisdiction to determine the 
effective rate even if the determination 


OCTOBER 23, 1958 





PUBLIC UTILITIES FORTNIGHTLY 


were in the nature of a declaratory order, 
for § 5(d) of the Administrative Pro- 
cedure Act confers such authority “to 
terminate a controversy or remove uncer- 
tainty.” Furthermore, since the power to 
determine the effective rate was within 
the commission’s potential jurisdiction in 
a proper proceeding under § 5(a), it had 
jurisdiction by declaratory order to ter- 
minate the controversy. 


é 


’ 
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On remand the commission was di- 
rected to accept the price determined by 
the examiner under the contract provisions 
unless his application of the contract pro- 
vision was found faulty, in which event 
the correct amount should be ascertained. 
A corrected billing statement was directed 
to be filed, reflecting the effective rate. 
Phillips Petroleum Co. v. Federal Power 
Commission, No. 5695, July 23, 1958. 


Gas Producer Rate Proceeding Remanded 
For Cost-of-service Proof 


LTHOUGH independent natural gas pro- 
ducers unsuccessfully relied on field 
price evidence alone to support filings of 
increased rates before the. Federal Power 
Commission, the U. S. court of appeals, on 
review, directed the commission to re- 


open the proceeding to receive cost-of- 


service evidence. 
In view of the commission’s ruling in 


Re Pan American Petroleum Corp. 
(1958) 23 PUR3d 176, in which it was 
held that cost-of-service evidence is not 
needed in all circumstances, the court felt 
that the producers should be given an- 
other opportunity to introduce the essen- 
tial evidence. 

In response to a contention that it is 
practically impossible to apply a cost-of- 
service test or other rate base method 


3 


of arriving at a reasonable rate for 
producers, the court merely observed that 
the commission is allowed much latitude 
in its selection of criteria. 

This case is one of a series, including 
the Bel Oil Corporation decision, 255 F2d 
548 (reviewed in Pusiic UTILITIES Fort- 
NIGHTLY, May 22, 1958, at page 788) in 
which the court discussed the issue of 
evidence at considerable length. Gulf Oil 
Corp. et al. v. Federal Power Commission, 
255 F2d 556. 

In two other producer rate cases, the 
court similarly directed the commission 
to reopen the proceedings and receive 
cost-of-service evidence. Associated Oil & 
Gas Co. et al. v. Federal Power Commis- 
ston, 255 F2d 555; Sun Oil Co. et al. v. 
Federal Power Commission, 255 F2d 557. 


Income Taxes Normalized in Rate Case Despite Use of 
Accelerated Depreciation 


i Pesce Ohio commission held that gas 
rates fixed by ordinance for service 
furnished by Ohio Fuel Gas Company to 
the city of Findlay and its inhabitants were 
insufficient. It authorized the company to 
file higher rates calculated to yield a re- 
turn of 5.5 per cent. 

Such a return, the commission found, 
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would enable the company to pay a divi- 
dend of 6.5 per cent on an amount of 
equity capital equivalent to the equity com- 
ponent of the company’s rate base and 
afford a surplus on the basis of a pay-out 
ratio of about 69 per cent. The company 
was also allowed to include in its rate 
schedule a fuel cost clause permitting auto- 
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matic adjustments in rates to reflect 
changes in the cost of gas, the company’s 
major cost item. 


Normalization of Income Taxes 


In accordance with the provisions of 
§ 167 of the Internal Revenue Code of 
1954, the company had elected to pay its 
federal income tax on an accelerated de- 
preciation basis by using the declining 
balance method in determining the de- 
preciation charge on new construction. 
For the purposes of this rate case, how- 
ever, it computed its tax by using the 
straight-line method. 

The commission agreed with this nor- 
malization of taxes. A previous order of 
the commission required strict account- 
ing of the amount of income taxes saved 
or deferred by use of an accelerated de- 
preciation method. The commission noted 
that the use of such method and the nor- 
malization of income taxes for rate- 
making purposes gives the company some 
interest-free capital. It said that this ef- 
fectuates one of the purposes of the ac- 
celerated depreciation, the provision of 
working capital and funds for plant ex- 
pansion and modernization. 

The commission believed that if taxes 





Memphis Decision Does 


HE Federal Power Commission has 

reiterated its intention to continue ac- 
cepting changes in natural gas rates for 
filing and processing as in the past, unless 
and until the Memphis decision (21 
PUR3d 209), now before the Supreme 
Court on certiorari, is determined ad- 
versely to the commission’s position. 

A presiding examiner had disallowed 
rate increases proposed by Michigan Wis- 
consin Pipe Line Company for a “locked 
in” period from November, 1956, to Sep- 
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were not normalized in rate cases, utilities 
would not elect to use an accelerated de- 
preciation method to determine income 
taxes. Although agreeing with the princi- 
ple of normalization of taxes, the commis- 
sion believed that the fact that its use af- 
fords the utility some interest-free capital 
should be considered in determining a fair 
rate of return. 


Interest Deductions 


In the actual computation of income 
taxes the commission’s attorney examiner 
had employed for the interest deduction 
an amount equal to the interest charges 
on the component funded debt equivalent 
of the company’s rate base valuation 
rather than the interest charges on the 
actual amount of debt capital allocated to 
the value of the company’s distribution 
plant in the city of Findlay. By this pro- 
cedure income taxes which the company 
would have to pay were understated. The 
commission found that the actual interest 
charges should be utilized in the computa- 
tion of the company’s taxes under the facts 
of this particular case and, accordingly, 
reflected in the determination of the rate 
of return. Re Ohio Fuel Gas Co. Case No. 
26,371, June 11, 1958. 


Not Bar Rate Filings 


tember, 1957. The ground for the ex- 
aminer’s action was the absence of a ne- 
gotiated agreement between Michigan 
Wisconsin and its customers, as required 
under the Mobile (12 PUR3d 112) and 
Memphis cases. Despite the El Paso 
Natural Gas Company case (21 PUR3d 
453) in which the commission clearly in- 
dicated its position, the examiner felt that 
he had no right to issue an intermediate 
decision contrary to Memphis. 

A service agreement between Michigan 
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Wisconsin and its customers provides that 
gas shall be paid for under a specified rate 
schedule “or under any other applicable 
rate or rate schedules of seller as from 
time to time shall be in effect in accord- 
ance with the provisions of the Natural 
Gas Act.” 

Customers under this agreement have 
granted the pipeline a right to seek in- 
creases in rates, said the commission, and 
Mobile does not apply even though the 
court of appeals took a contrary view in 
Memphis. The commission ruled that 
tfichigan Wisconsin had properly filed its 
rate increase. 

Cost-of-service Findings Required 

Apart from the effect of the Mobile 
and Memphis cases, the presiding ex- 
aminer concluded that the proposed rate 


of 35.75 cents per Mcf (4.15 cents above 
the previously approved rate) should be 


approved. However, he arrived at no 
definite conclusion as to what the rate of 
return should be. Nor did he compute the 
cost of service or make findings on the 
treatment of regulatory expense. 

The commission observed that the cost- 
of-service computation is more than a 
mere arithmetical exercise since it demon- 
strates to all parties what elements are to 
be properly included, together with their 
relationships. On this point the commis- 
sion agreed with an objection of the Wis- 
consin commission that there had been a 
failure to make subsidiary findings essen- 
tial to the ultimate conclusion that the 
proposed rate was not unreasonable. The 
case was, consequently, remanded to the 
presiding examiner for complete findings 
on cost of service, including rate of re- 
turn. Re Michigan Wisconsin Pipe Line 
Co. Docket No. G-10524, August 5, 
1958. 


Gas Producer Certificate Not Limited to Contract Term; 
Contract Price Redetermination Provisions Allowed 


ie Federal Power Commission de- 
cided two principal questions in 
granting a certificate to Sunray Mid- 
Continent Oil Company for sales to Trans- 
continental Gas Pipe Line Corporation 
from the South Duson field in Louisiana. 


Limitation of Term 


The first matter in controversy was 
whether the certificate should be limited 
to the term of the producer’s contract with 
the pipeline company, as urged by Sun- 
ray. The contract provided for a primary 
term of twenty years and thereafter until, 
in the seller’s sole judgment, the leases 
under the contract could no longer be 
commercially operated. The commission 
declared that service should be abandoned 
only with its permission after appropriate 
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proceedings under § 7(b) of the Natural 
Gas Act, with opportunity for all in- 
terested parties to participate. The cer- 
tificate would, therefore, not be limited 
in duration. It was observed that while 
the commission may limit the duration of 
a certificate, it is not required to do so. 


Price Condition 


The other question was whether a con- 
dition should be imposed to eliminate 
future price redetermination provisions 
contained in the contract. The commission 
thought it would not be fair to make the 
proposed contract revision, particularly in 
view of commission regulations, § 157.25, 
which would lead the producer to believe 
that the elimination of the price redeter- 
mination provisions would not be re- 








quired as to contracts, such as the instant 
one, submitted prior to May 1, 1955. 

The presiding examiner had required 
the elimination of a provision in the con- 
tract which purported to give the seller 
the right to terminate the contract after 
a rate reduction by order of the commis- 
sion or upon its failure to allow contract 
rates. 

The commission held that this pro- 
vision need not be eliminated since any 
abandonment of service would require ap- 
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proval under § 7(b) of the act. Re Sun- 
ray Mid-Continent Oil Co. Docket No. 
G-8286, August 8, 1958. 

In another producer certificate case de- 
cided the same day, involving Buffalo Oil 
Company, the commission similarly re- 
fused to impose a condition requiring the 
elimination of contract provisions for 
future redetermination of rates. Re Trans- 
continental Gas Pipe Line Corp. et al. 
Docket Nos. G-7029, G-8289, August 8, 
1958. 


Interim Financing for Gas Company Approved 


HE Securities and Exchange Com- 

mission authorized Milwaukee Gas 
Light Company, a subsidiary of American 
Natural Gas Company, to issue unsecured 
bank notes to finance the retirement of 
outstanding bank notes and a construction 
program. The company proposed to retire 
the new notes within one year by per- 
manent financing including common 
stock. 


Objections to Capital Structure 


The commission staff argued that the 
notes were not reasonably adapted to the 
company’s security structure or to that of 
the holding company system. In support 
of its position the staff pointed to the com- 
mission’s decision in 1955 in which it 
authorized the company to issue short- 
term notes but at the same time indicated 
its concern as to the relatively high debt 
ratio of the holding company system. At 
that time the commission had stated that 
American Natural should plan to sell 
additional common stock as soon as 
feasible so as to improve the overall sys- 
tem equity ratios. 

The staff stressed that upon the issu- 
ance of the presently proposed notes the 
system’s pro forma ratios of total long-and 
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short-term debt to total capitalization 
would reach 66.4 per cent. This would be 
higher than the 64.73 per cent ratio with 
which the commission expressed concern 
in 1955. 

In view of the commission’s concern 
with the relatively high debt ratio in 1955 
American Natural, the holding company, 
presented a revised financial program in- 
cluding the offering by it in 1957 and 
1958 of common stock to its stockholders. 
It had been estimated that the system 
would have no short-term debt outstand- 
ing at the end of 1958, and that at that 
time common stock equity would consti- 
tute 42 per cent of the capitalization of 
Milwaukee Gas and 37.6 per cent of the 
consolidated capitalization of the holding 
company system. 

In 1957 American Natural made a 
projected offering of its common stock. 
In the course of obtaining required stock- 
holder approval at that time it had stated 
in its proxy solicitation material that “it 
is anticipated that an offering on the 
basis of one share for each ten shares out- 
standing will be made during 1958 to 
provide the equity portion of capital re- 
quired for further expansion.” Conse- 
quently, the staff argued that the company 
should proceed with permanent financing 
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rather than short-term financing now. 


Objections Overruled 


The commission disagreed with its 
staff. It noted that the present notes will 
be retired prior to their maturity with 
proceeds of permanent financing. The 
latter will be subject to its approval and, 
under the standards of the Holding Com- 
pany Act, must include an appropriate 
amount of common stock. Under the cir- 
cumstances it did not believe that the is- 
suance of the notes as interim financing 
was violative of § 7(d) (1) of the act, nor 
did it find the issuance of common stock 
as proposed by the staff so clearly more 
appropriate as to require an adverse find- 
ing with respect to the note issue. 

The commission said that this action 
did not involve any modification of the 


views expressed in its earlier decision 
to which the staff had referred. It pointed 
out that the American Natural system 
does not now have outstanding a large 
amount of short-term debt. Furthermore, 
it accepted the company’s representations 
that the circumstances have so changed 
since its estimates in 1956 as to warrant 
postponement to 1959 of the sale of com- 
mon stock which it had represented it 
would make in 1958. 

The commission cautioned that its ac- 
tion should not be taken as an indication 
of its approval of the program of per- 
manent financing by which among other 
things the short-term debt of Milwaukee 
Gas and other system companies was pro- 
posed to be retired. Re Milwaukee Gas 
Light Co. Release No. 13813, File No. 
70-3692, August 29, 1958. 


Gas Meter Testing Frequency Extended 


few New Jersey board has authorized 
South Jersey Gas Company to test 
meters on a ten-year basis in lieu of the 
six-year inspection practice. A condition 
to the approval was imposed, however, re- 
quiring the company to file a written 
undertaking to the effect that if a meter 
is found to be registering fast by more 
than 2 per cent the company will make an 
appropriate adjustment as of the time the 
inaccuracy began. If that time cannot be 
ascertained, the adjustment will be made 
for half the period the meter has been in 
service. 

The company converted from manufac- 
tured to natural gas in 1951. Evidence in- 
dicated that with the use of natural gas 


the performance of the standard gas meter 
is much more reliable than if manufac- 
tured gas is used. Testimony showed that 
the states of Arizona, Colorado, Illinois, 
Kentucky, Maryland, Michigan, Missouri, 
Rhode Island, and Wisconsin have in- 
creased the test period for gas meters to 
ten years or more after the introduction of 
natural gas. Apparently, none of these 
states has subsequently shortened the test 
period in the light of operating experience. 

A further consideration in favor of ap- 
proving the application was the appreci- 
able reduction in operating cost which the 
testing change would occasion. Re South 
Jersey Gas Co. Docket No. 10786, Sep- 
tember 11, 1958. 


Utility Sale Upheld Despite Absence of Stockholders’ Vote 


despite the absence of an authorizing 
stockholders’ vote. The transfer had been 


HE supreme court of New Hampshire 
upheld the sale of a transit business 
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approved by the commission as well as by 
the company’s directors but had not been 
submitted to or authorized by a stock- 
holders’ vote. 

The legality of the sale depended pri- 
marily on construction of a statute pro- 
viding that if a public utility be a cor- 
poration and if the commission finds that 
the public good so requires, the transfer 
of assets should be first authorized by a 
vote of two-thirds of shares of capital 
stock. 

The court held that this statute gave 
permissive authority to the commission 
to determine when a stockholders’ vote 
was required for the public good. It was 
pointed out that prior to 1953 any trans- 
fer of public utility property required a 
vote of the stockholders. The statute was 


v 


amended, however, in that year to provide 
for a stockholder vote only if the commis- 
sion should find that the public good so 
required. 

The court disagreed with the argument 
that the statute was unconstitutional as 
an unlawful delegation of legislative power 
to an administrative agency. The court 
said that such phrases as “public good” 
and “public convenience and necessity” 
are broad but they are lawful standards 
which are consistently applied and sus- 
tained in public utility regulation. The 
court concluded that the stockholder was 
limited to relief only as a dissenting stock- 
holder under the statute and that such 
statutory remedy was exclusive. Gordon 
v. New Hampshire Pub. Service Co. et al. 
143 A2d 428. 


Electric Department Data Necessary for Gas 
Rate Determination 


f iw New Jersey commission ordered 
a combined gas and electric company 
to amend its petition for a gas rate in- 
crease to include all pertinent data re- 
lating to the operations of its electric de- 
partment. 

The state commission deemed it neces- 
sary to examine the operations of the 
entire company because of the integrated 
and unified aspect, because the rate of 
return had to be judged on a company- 
wide basis and the reasonableness of al- 
locations to gas operations could not be 
determined without consideration and re- 
view of electric operations. 

The commission noted that the case had 
some similarity to those cases where only 
a portion of a single utility service is 


sought to be increased. It is an established 
regulatory procedure in such cases to ex- 
amine the entire earnings from the utility 
service to see that the overall rate of re- 
turn would not be excessive. There is also 
a similarity with the line of cases in which 
authority to abandon one unprofitable 
phase of utility operation is denied where 
overall operations are profitable. 

In reaching its decision, the commission 
had been additionally persuaded by the 
fact that the actual cost of money was the 
cost of money for the combination utility 
and not the theoretical cost of money to a 
hypothetical gas distribution company 
standing alone. Re Public Service Elec- 
tric & Gas Co. Docket No. 10646, August 
18, 1958. 
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Court Jurisdiction Upheld in Bad-service Trial though 
Conviction Reversed on Technical Ground 


HE Kentucky court of appeals held 
that a state circuit court had jurisdic- 
tion in the trial of a telephone company 
president for unlawfully failing to keep a 
switchboard operator on duty. Upon con- 
viction, the defendant had been fined $500. 
Taking an appeal, he argued that the 
trial court had no jurisdiction until such 
time as the state commission should find 
that he had failed to render adequate serv- 
ice and until it should order him to im- 
prove service. Under a state statute the 
commission is given exclusive jurisdiction 
“over the regulation of rates and service 
of utilities.” 

Ordinarily, said the court, an indict- 
ment will not lie for inadequate telephone 
service unless the commission has first 
found such service inadequate and has 
ordered improvement. But in this case the 
defendant was not indicted for rendering 
inadequate service but for unlawfully 
failing to keep a switchboard operator on 
duty. Evidence for the state showed that 
no operator was on duty for intervals of 
from fifteen to thirty minutes, that noise 
in the telephone often made conversation 
impossible, that lines were down for as 
long as three or four weeks at a time, and 
that no attention was paid to complaints. 


The company president countered with 
testimony that he gave the best service he 
could with his equipment and that the 
commission had refused him permission 
to install a dial system. The court held that 
the trial judge properly refused to permit 
the defendant to testify as to other litiga- 
tion concerning his efforts to obtain per- 
mission to install dial telephones. A peti- 
tion tending to show that service was ade- 
quate was also properly excluded. 


Bad Instruction Brings Reversal 


However, the court sustained the de- 
fendant’s objection to an instruction to 
the jury. The trial judge had specifically 
referred to evidence introduced against 
the defendant, such as his failure to keep 
physical structures and equipment in re- 
pair. This was error since it gave undue 
prominence to particular evidence to the 
prejudice of the defendant. 

The trial judge should have told the 
jury, moreover, that the switchboard 
service required of the company was that 
required of like or similar telephone com- 
panies operating in like or similar terri- 
tory. For the error in the instruction, the 
conviction was reversed. Dees v. Ken- 
tucky, 314 SW2d 514. 





Other Recent Rulings 


ment, a similar statute existed, relating 
to orders affecting utility matters, which 
expressly provided for specification of 
errors. Jackson v. Kansas State Corp. 
Commission et al. 326 P2d 280. 


Specification of Errors. The Kansas 
supreme court refused to read into a 
statute providing for review of commis- 
sion orders relating to oil and gas mat- 
ters a requirement for specification of 
errors, holding that it must be assumed 
the legislature intended to omit such re- 
quirement since, at the time of this enact- 
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No Rehearing of Interim Order. The 
Federal Power Commission ruled that the 











commission secretary properly rejected 
an application for rehearing of an interim 
order on the ground that the commission 
rules do not provide for such an applica- 
tion, particularly considering that the ap- 
plication sought, in effect, a second re- 
consideration of an order issued prior to 
the interim order. Re Pan American Pe- 
troleum Corp. (Operator) et al. Docket 
No. G-14103, July 24, 1958. 


Predetermined Rate Increases. The 
Wisconsin commission, in denying an 
electric company’s request for automatic 
increases in the municipal primary rate 
and in the off-peak rate, expressed the 
view that predetermined rate increases 
should be limited to a period of not more 
than two years. Re Wisconsin Electric 
Power Co. 2-U-4922, August 1, 1958. 


Return on Pipeline Facility. In author- 
izing a natural gas company to construct a 
short pipeline to serve a distributing com- 
pany, the California commission pre- 
scribed a 6.5 per cent rate of return to be 
used in computing the level of an interim 
charge for the new facility. Re Southern 
Counties Gas Co. Decision No. 57087, 
Application No. 40124, August 5, 1958. 


Attrition Increment. The California 
commission, in determining that a return 
of 6.5 per cent was reasonable for a water 
company, added a .1 per cent increment 
for attrition. Re Southern California 
Water Co. Decision No. 57263, Applica- 
tion No. 39772, August 26, 1958. 


Tax Expense Normalized. The New 
Jersey commission increased a water com- 
pany’s tax allowance to effect a normaliza- 
tion of taxes paid under § 168 of the In- 
ternal Revenue Code. Re Hackensack 
Water Co. Docket No. 9473, August 27, 
1958. 


PROGRESS OF REGULATION 


Proof for Certificate Extension. The 
Florida commission noted that it could 
not, without proof of public convenience 
and necessity, grant authority to a motor 
carrier to operate over a new route, be- 
tween points already served by it, for the 
purpose of furnishing an expedited service 
in competition with protesting carriers. 
Re Central Truck Lines, Inc. Docket No. 
5208-CCT, Order No. 4314, June 27, 
1958. 


Municipal Plant Accounting. The Wis- 
consin commission directed that a munici- 
pal water plant record the cost of supply- 
ing water to the city sewer department as 
revenue under other sales to public au- 
thorities, not as an operating expense 
credit. Re City of Westby, 2-U-5017, Au- 
gust 18, 1958. 







Discrimination against Commerce. The 
Washington commission found that fail- 
ure to maintain parity of rates on com- 
modities which move both in interstate 
and intrastate commerce between rela- 
tively equidistant points or between com- 
petitive market areas results in unreason- 
able discrimination against interstate 
commerce. Re Intrastate Ratl Freight 
Rates and Charges, Cause No. T-9340, 
September 3, 1958. 


Public Interest. The U. S. district court 
held that the term “public interest,” as 
used in the Interstate Commerce Act, em- 
braces the interest of competing carriers, 
since their interest and that of the general 
public is the same in preventing uneco- 
nomic transportation. Ratner v. United 
States et al. 162 F Supp 518. 


Essential Character of Commerce. The 
U. S. district court held that the question 
of whether particular commerce is inter- 
state or intrastate is to be determined by 
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its essential character, and in determining 
essential character, the most important 
factor is the fixed and persistent trans- 
portation intent of the shipper at the time 
of the shipment. United States v. Majure 
(L. L. Majure Transport Co.) 162 F 
Supp 594. 


Routing Restrictions. The U. S. district 
court upheld an ICC order requiring a 
railroad to cancel schedules containing 
routing restrictions where the railroad had 
not shown that the restrictions would be 
consistent with public interest or that the 
proposed schedules would be just and rea- 
sonable. Alabama G. S. R. Co. et al. v. 
United States et al. 162 F Supp 614. 


Final and Interlocutory Orders. The 
U. S. district court held that the ICC’s 
actions in taking jurisdiction over a rail- 
road line abandonment proceeding, hold- 
ing a hearing, denying the state commis- 
sion’s motion for a stay, and directing the 
filing of briefs constituted merely pre- 
liminary and procedural steps in the com- 
mission’s consideration of the petition and 
not final orders reviewable by the court. 
Michigan Pub. Service Commission et al. 
v. United States et al. 162 F Supp 670. 


Party to Proceeding. The Minnesota 
supreme court held that an actor who 
participates, with or without formal plead- 
ing or intervention, as an active contestant 
on the merits for the determination of is- 
sues of law or fact, and who by the out- 
come of the proceeding will be bound and 
affected either favorably or adversely 
with respect to an asserted interest pe- 
culiar to him as distinguished from an 
interest common to the public or other 
taxpayers in general, is a party to the pro- 
ceeding. J. L. Shiely Co. v. Chicago, M. 
St. P. & P. R. Co. 91 NW2d 116. 


Freight Interchange. The North Caro- 
lina supreme court held that an irregular 
route common motor carrier has no legal 
right to compel a regular route common 
motor carrier to interchange intrastate 
freight, and that interchange between such 
carriers must be based on agreement. 
North Carolina ex rel. Utilities Commis- 
sion v. Youngblood Truck Lines, Inc. et 
al. 104 SE2d 199. 


Reasonableness of Rates. The Ken- 
tucky court of appeals held that the rate 
to be fixed for transportation of coal is not 
what the commission might consider the 
most reasonable from a compensatory 
standpoint but one which is the maximum 
that reasonably may be charged for the 
particular transportation service. Louts- 
ville & N. R. Co. v. Kentucky ex rel. Rail- 
road Commission, 314 SW2d 940. 


Financial Interest of Witnesses. In de- 
nying an application for sight-seeing 
motor carrier authority, the Florida com- 
mission did not overlook the fact that 
witnesses testifying for the applicant 
would receive a part of the proceeds from 
the sale of sight-seeing tickets. Re Rattner, 
Docket No. 5172-CCB, Order No. 4322, 
July 8, 1958. 


Shipper’s Needs Recognized. The 
Florida commission granted a motor car- 
rier new authority to transport containers 
for a manufacturer over routes served by 
existing carriers, where available service 
was not prompt enough to satisfy the 
competitive needs of the manufacturer and 
where, moreover, the applicant would 
merely substitute its trucks for those of 
the shipper already in operation on the 
highways. Re R. F. Truesdell, Inc. Docket 
No. 5319-KC, Order No. 4324, July 8, 
1958. 
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Ammeter Switch with knurled handle Circuit-Breaker Control Switch with pistol-grip handle 


Why compact DELTA-STAR Control Switches 
belong in your switchgear specifications 


Some of the many types available 


Circui breaker control * Manual-to- 
auto: atic selector * Voltmeter 
switc! s* Frequency meter « Synchro- 
scope * Motor control «+ Ammeter 
Switc 9s ¢ Power-factor meter »« 

transfer * General control « 


er * Temperature meter 


For all their compactness, Delta-Star Control Switches are rugged, long- 
lasting, and built with high interrupting capacity. Here are the features 
that give these switches improved efficiency, economy, and service: 


Versatility—useful in many diverse ways—see examples listed at left. 
They’re rated for 20-amp. continuous service and 250-amp. short-time (up 
to 3 seconds) service. Many variations of standard instrument and control 
switches are possible, and special arrangements are available on request. 


Small Size—only 37%”’ high by 314”’ wide. Angular position of terminals 
makes wiring easy, even when switches are closely spaced. Large terminal 
clearances and complete baffling between sections. Inspection is quick 
and easy. 


High Interrupting Capacity. At 250v ac inductive, single-break contacts have 
an interrupting capacity of 25 amperes, double-break contacts 75 amperes. 


THESE AND OTHER FEATURES make Delta-Star Control Switches 
the right switches to specify when buying control panels and other switchgear. 
Call your Delta-Star representative for further details, or write 
Dept. 467, Delta-Star Electric Division, H. K. Porter Company, Inc., 2437 
Fulton Street, Chicago 12, Illinois. District offices in principal cities. 


Ii. Ke PORTER COMPANY, INC. 


DELTA -STAR ELECTRIC DIVISION 


Connors Steel, Delta-Star Electric, Disston, Forge & Fittings, Leschen Wire Rope, Quaker Rubber, 
Refractories, Riverside-Alloy Metal, Vulcan-Kidd Steel. H. K. Porter Company (Canada) Ltd. 
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re CORPS OF ENGINEERS 
w gO CLARK HILL POWER PLANT 

EFFICIENCY TEST BY GIBSON METHOD 
2 “= UNIT No 5 MAY 2,1954 
~ 70 TURBINE EFFICIENCY 
= NET HEAD= 141 FEET 


NEWPORT NEWS SHIPBUILDING & DRY DOCK CC 
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Maximum efficiency of 94.1%: 


Reflects advanced practices at Newport News 


THE GRAPH shows performance of a 55,000 horse- 
power turbine, one of seven such units built by New- 
port News for the Clark Hill Power Plant (see photo). 


Shape of the curve is typical ... not exceptional ... 


for Newport News turbine performance. Regular, 
uniform, showing no-cut-off at full load, it indicates 
consistent delivery and stable operation. 

And especially, experience in design and model 
testing. 

At Newport News, turbine runners are continually 
being designed and redesigned for improvements in 


Engineers ... Desirable positions available at Newport 
News for Designers and Engineers in many categories. 
Address inquiries to Employment Manager. 


performance. And often upon receiving a contract fo 
turbines, a model setting is built and complete tests 
made. So far, Newport News has filled turbine con 
tracts with an aggregate rated output in exc 
7,000,000 horsepower. 

Penstocks, spiral casings, valves, pumps, rach: rakes 
and other essentials are also designed and built by 
Newport News. Our illustrated booklet, “WATER 
POWER EQUIPMENT,” will be sent to yo: upot 
request. 


Newport News 


Shipbuilding and Dry Dock Company 
Newport News, Virginia 
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Am=ng many topics discussed at the annual meeting of the 
Independent Natural Gas Association at New Orleans in 
mic September was that of industry-wide promotion of 
natural gas. Various points of view were given by represen- 
tatives of producers, pipelines and distributing companies. 
Because of their significance in revealing a cross section of 
the thinking of the industry, some of the highlights from the 
speeches that were made are presented. 





hy Promotion Is Needed 


J. HEDRICK, outgoing INGA 


sident, had some interesting com- 


ts on natural gas promotion in his 
ual report. He admitted it seemed 
binge that in an industry that has 
nd it difficult to keep up with pub- 
demand, that the use of promotion 
leemed necessary. But he quickly 


the competition of other 


orms of fuel is now with us. The 
me to embark on our plan of action 


Any device that can con- 
‘tural gas into useful mechani- 
mal or chemical energy is of 
ance to the entire industry- 
rs, pipeliners, and distrib- 
Ne have the dual objective 
e and then to sell gas-con- 
devices. Neither of these is 
e in itself—they go hand in 


said he felt the industry 
mote new uses to aid in 
seasonal fluctuations in load. 
is of consumers should be 
d even where the consumer 
are of these needs. Each seg- 
the industry should have an 
tion of problems and respon- 
which others have in meeting 
rneeds. Price and procedures 
re not calculated to limit the 


ei should be adopted. The public 


TOBER 


¢ informed by every available 


of the role the gas industry 
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plays in satisfying human necds. 

Hedrick also said that the trend in 
gas distribution costs is upward the 
same as it is in the production and 
transmission business. The degree of 
space heating saturation continues to 
hold a large position in the natural gas 
industry economy. He said that one 
writer observed that what distribution 
utilities need most is not cheaper gas 
but more natural gas at peak loads and 
at a reasonable price. Many distribu- 
tion utilities are building enormous 
peaks, most of which are related to 
space heating. He pointed out: 


“There was a marked increase in 
heating fuel requirements this past 
winter due to colder-than-normal 
weather over most of the country. 
This was in contrast to the winter 
earlier when the heating days were 
21.4 per cent below normal. In a 
number of areas the effect of warm 
weather showed a drastic drop in 
earnings for those companies with 
gas load heavily invested in house 
heating. 

“More than 64 per cent of all res- 
idential sales of gas are used for 
heating. Seven out of ten new 
homes are being equipped with cen- 
tral gas heating equipment, and the 
trend is toward higher capacities in 
this equipment. We have one of the 
highest rates of population growth 
in the world. At the present time, 
we are adding an average of eight 
thousand potential new gas con- 





sumers to our population every 

twenty-four hours!” 

Hedrick observed that if this tre- 
mendous growth in population con- 
tinues as well as the growth in energy 
per capita consumption and new home 
construction, the seasonal load will 
continue to grow out of proportion to 
the annual load. He said the real an- 
swer to the seasonal fluctuation in the 
use of gas outside of summer time uti- 
lization of it, such as air conditioning, 
is the development and operation of 
gas storage fields of great capacity 
where the gas can be stored in the 
summer time near the market to meet 
the winter peak demand. He declared: 


“Our industry is faced with the 
absolute necessity of developing new 
uses for natural gas to balance the 
winter heating load. Furthermore, 
in some areas electric utilities are 
beginning to make inroads on our 
heating loads. They are very seri- 
ously going about the job of selling 
year-round ‘controlled atmosphere.’ 
With special rate schedules and ag- 
gressive promotion the electric util- 
ities are luring home owners to elec- 
tric resistance heating or the heat 
pump.” 

How does the gas industry stack 
up, Hedrick asked. He said the in- 
dustry has a proud record of growth 
and achievement. Gas is now in fifth 
place in size among American indus- 

(Continued on page 30) 
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try. The electric companies are first. 
He pointed out that the electric in- 
dustry has grown faster than gas in 
every way except house heating. Only 
in the home heating market is natural 
gas supreme so far as sales are con- 
cerned. Coal is now virtually re- 
stricted to older houses which have 
not vet converted to gaseous or liquid 
fuel. The electric people are now 
after that market. Massive advertis- 
ing and = promotional campaigns 
which the large electric manufac- 
turers conduct create business for 
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the electric utilities. He said the gas 
industry has no help of such magni- 
tude because no gas appliance manu- 
facturer is financially capable of con- 
ducting such a program. Hedrick 
said he is of the opinion that pipe- 
line companies should do their share 
in promoting the sale of gas-consum- 
ing devices. As a matter of fact, he 
said: 


“There is a very urgent neces- 
sity for co-operation on the part of 
producers, pipeliners and distribu- 
tors, as well as manufacturers in 
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IN THE LAST DECADE 


Customers 


UP 167% 


Sales 


UP 438% 


Operatin g Revenues 


UP 430% 


Miles of Gas Mains 
UP 188% 


WESTERN [KENTUCKY 
GAS COMPANY 


OWENSBORO, KENTUCKY 
Serving 55 Kentucky Communities with Natural Gas* 


*L. P. Gas service available through our wholly-owned subsidiary, Kengas, Inc. 
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Hedrick said that in his op 
the industry will grow anc prd 
as Consumer acceptance an y 
natural gas increases. He iid 
just as important to the proc \cer 
the royalty owner and the ipe 
as it is to the distributor t: dey 
new uses and new burnin -de 
for gas. The consumer does : ot k 
and probably does not care tat t 
are three or more busines: ent 
involved in supplying his as 
needs, All he is really intere-ied 
uninterrupted service with ‘he | 
possible trouble and at reason 
cost. 


















Producer's Approach 
J. E. SWEARINGEN, Presid 
Standard Oil Co. of Indiana, ha 
difficult job as a representative of 
producing industry, in leading ¢ 
panel discussion on the promotio 
use of natural gas. He began by 
ing that for many years oil and 
producers looked on gas as an Wy 
wanted evil which was discoveredié 
a by-product in the search for 
Even today, he said, most produ 
look on natural gas as secondary 
their oil operations. He pointed ] 
that a producer derives only 15 
cent of his revenues from gas. 
He said there are many reas | 
why gas producers are considera : 
less enthusiastic in promoting the 
of natural gas than transporters, « 


















tributors, or appliance manuj 
turers. For one thing, he said th 
have been many great and ra 


changes in the oil and gas produce 
business in the last twenty years. 
pointed out that every year W4 
have become deeper and more ex} 





sive, drilling has had to be done 
more remote locations, and_ the 
serves found per well dr'led 
peared to be declining. Thus. the ¢ 
of discovering and developin:: new 
and gas reserves has stead \y ris 
He said: 

“In combination with hese | 
creases in costs, we are se ing ¢é 
ings imposed on prices wich \ 
probably limit profit marg 's of! 
oil and gas producers’ usine 
On the one hand, the pr © of! 
is affected by the enormo: — sup 
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Pardon the Celebration 


From a maximum daily sendout of a little 
over a million cubic feet in 1870 to more than 
260 million in 1958. 


It’s Centennial time in Minnesota and the 
Minneapolis Gas Company is completing 88 
years of service. 

In 1870, 12 coal gas ovens and 192 customers 
... today, nearly 2,000 miles of natural gas 
mains serving more than 200,000 families 
ind industries. 


This is the record of progress we proudly 
share with Minnesota and Greater Minneapolis 
in this Centennial year. 


MINNEAPOLIS 


Only GAS does so much more .. 


SERVICE 


. for so much less! 














of cheap-to-produce crude which 
has been developed in the Middle 
East in recent years. The exist- 
ence of this tremendous produc- 
tion potential has not permitted 
crude oil prices to rise commensu- 
rately with costs. On the other 
hand, the natural gas producer has 
been brought under regulation of 
the federal government for ithe 
avowed purpose of the proponents 
of such regulation of putting a ceil- 
ing on gas prices. 

Swearingen remarked that it is 
obvious why exploration efforts and 
drilling have been severely curtailed 
in the light of these controlling influ- 
ences. He said that the number of 
exploratory wells drilled in 1958 will 
probably be lower than any year since 
1950. And the recession, he said, can 
only account for a minor part of this 
trend. Swearingen also pointed out: 


“During the postwar years con- 
sumption of natural gas has grown 
at a compound rate of about 9 per 
cent per year. Crude oil demand 
on the other hand grew at only half 
this rate, or about 5 per cent per 
vear. It is of interest to note that 
natural gas consumption on an 
equivalent heating value basis was 
40 per cent as large as crude oil 
consumption in 1946. This has in- 
creased to nearly 60 per cent ioday. 
Yet gas brings the producer only 


Dependable 
Natural Gas 


Service for 
Home, Farm 


and Industry 






KANSAS-NEBRASKA 


Weteral Gos Company Inc. 












Serving the Great Plains Area 
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15 per cent of the revenue brought 
by oil, 

“Most forecasts of natural gas 
consumption over the long term as- 
sume that natural gas will take a 
continuing and rapidly growing 
share of the energy market. These 
predictions, however, are based 
in large part on the rapid histor- 
ical growth that has occurred 
in natural gas consumption. | 
don’t believe they adequately re- 
flect the conditions and uncertain- 
ties created by the United States 
Supreme Court in its Phillips case 
decision and those that have come 
later.” 

Swearingen said that before 1954, 
when gas producers were not subject 
to federal legislation, the producers 
were very much interested in discov- 
ering either oil or gas since it had 
prospects of rapid growth. Today, 
however, even if he finds some gas, 
a producer must negotiate and con- 
tract with a transmission company 
without knowing what he will be paid 
for his product. He said: 


“As long as federal regulation of 
producers continues on the present 
basis, producers will be reluctant to 
spend money looking for gas; and 
what gas they do find, they will at- 
tempt to sell in the unregulated in- 
trastate rather than the regulated 
interstate market... . the first and 
‘foremost objective of regulation 
should be to foster development of 
a continuing adequate supply of gas. 
This can be done only if clear and 
reasonable regulations are estab- 
lished to give the producer a fair 
commodity price for his gas.” 


The consumer of today, Swearingen 
stated, is really not aware of the value 
he is getting in natural gas. The price 
he pays in many large cities makes it 
a real bargain, These low prices op- 
erate to the industry’s disadvantage. 
On the one hand, they stimulate a syn- 
thetic and unreasonable demand for 
gas. On the other, they reduce incen- 
tives to increase supply. He predicted : 


“It is conceivable that some day 
in this country we will end up where 
we have a nice low regulated price 
for gas, but no gas to sell at that 
or any price.” 

As to the future, Swearingen envi- 
sioned the big job in the next ten to 
twenty years is not going to be how to 
sell more gas but how to supply pres- 
ent customers and meet the enormous 
demands from new people who want 


(Continued ) 











to become customers. He e:: 
that if demand grows at 1( 
per year (as it did from 194, 
and the industry needs a tv 
supply before new transm 
other facilities can be built, 1! 
year the producer must r 
only what is produced bu 
twenty times the annual i: 
demand—or two times annu 
tion. 

He said producers have 1 
ered that much gas in any 
1947. During the eleven 
then, the industry has lived 
inventory and the ratio of : 
annual production has dro 
29 to 21. However, Swear 
ceded the enormous job ahead ¢ 
done if gas producers are will 
look for gas. But the big jroble 
the gas industry, he insisted, is to 
vide incentives for producer~ tos 
tor gas. 
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Pipeliner's Perspective 
PAUL KAYSER, presideni of t 
Paso Natural Gas Company, also 
ticipated in a panel discussion 
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ALL KINDS OF 
PIPE STOPPERS 
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SAFETY GAS MAN 
STOPPER COMPANY 


523 Atlantic Aveniuc 
Brooklyn 17, N. Y. 
Cable Address: Gastopper 
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since I engineering boldness that conveys: conviction 


APPROACHES are tunnels or trestles. Engineering accomplishes either. 
But, Fish builds other approaches... the groundwork 
)F that “sells” industrial undertakings to fit economic patterns 


2S in the oil, gas, and chemical industries. 


The men at Fish are engineers, contractors, designers, 

market analysts... sellers. Their unparalleled power 

to communicate carries conviction to peoples or public agencies. 
The right approach is an element of bold engineering 

to facilitate mighty achievement in industry. 


An 
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FOR 
FAST, LOW COST 
DIGGING USE A 


Pow-R-Ditcher 


Model 4T Pow-R-Ditcher 
There’s no worry about those “tight 
spots” with a rugged 4T Pow-R-Ditcher. 
Extremely, maneuverable and only 48” 
wide, the 4T really does a fast digging 
job... and at the lowest possible cost, 
too. Digs 6” to 14” wide and can be 
transported in a pickup truck. Here’s a 
one man self-propelled unit that is ideal 
for the light construction field ... and 
the low, low price is attractive, too! 


The smallest of the Pow-R-Ditcher line 
. .. the W-2 is built to take it, with 
heavier chain, heavier hydraulic boom 
and heavier frame. Only 10’ long, 51” 
high and 48” wide, an excellent unit for 
digging 2!/.” to 4” wide gas service, elec- 
trical service or shallow water lines. Has 
self-propelled 4-wheel drive. A_ real 
workhorse! 


Write for Literature and Low 
Prices on the Complete 
Vermeer Pow-R-Ditcher Line 


Larger Pow-R-Ditcher model also 
available. See the Pow-R-Ditcher in 
ection ... and CHECK THE QUAL- 
ITY AND PRICE before you buy. 
Write or visit your Vermeer dealer. 


\ LY 
MANUFACTURING CO. 
1453 W. WASHINGTON 
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concerned itself with promoting the 
use of natural gas. In presenting the 
pipeliners’ viewpoint, he started out 
by saying that the principles under 
which a pipeline must operate to main- 
tain a dependable service and supply 
the increasing demands of an expand- 
ing economy are of paramount im- 
portance in laying the foundation for 
the promotion of the sale of natural 
gas. He pointed out some of the obli- 
gations that a pipeline has. First of 
all, he said there is a strong obliga- 
tion to the distributor with respect to 
the efficiency of the service from the 
standpoint of unit cost of transporta- 
tion and from the standpoint of the 
adaptability of the service to the par- 
ticular needs of the distributor. He 
said also that the pipeline must keep 
up with progress in the art of pipeline 
transmission. The great expansion the 
industry has had in the last 12 years, 
Kayser affirmed, was made possible by 
developments in steel making and 
welding. He said: 

“The pipe line has the obligation 
to the distributor to develop storage 
on the line at whatever points prac- 
ticable so as to afford to the dis- 
tributor gas at a load factor adapted 
to its needs for the maximum serv- 
ice to the public. . . . The pipe line 
owes the obligation to the distribu- 
tor, not to take from it by direct 
sales, customers that are needed by 
the distributor to support its healthy 
and profitable operation or that are 
useful in giving the distributor a 
high load factor.” 

Kayser also pointed out that the 
pipe line is under obligation to the 
distributor to use the utmost diligence 
in maintaining reserves sufficient for 
the established service and to an- 
ticipate and be prepared to expand to 
meet the increases in demand that can 
be reasonably foreseen for the future. 
While admitting that this is a big 
order, Kayser felt that it could be ac- 
complished. He said that the pipe line 
is in the best position of anyone to 
seek and acquire reserves, as they are 
required for the service and to meet 
future demands. These reserves 
should be obtained by contract for de- 
livery at the mouth of the well and by 
purchase of gas in place, and by per- 
sistent, intelligent exploration for gas 
in the areas within economic reach of 
the market to be served. In Kayser’s 
opinion, exploration is absolutely es- 


sential from the standpoint of main- 


taining service, but he said, two new 
elements in connection with explora- 
tion must now be taken into account: 


“First, the gas industry has not 


(Continued ) 


covered the entire nation an 
ral gas and natural gas liqui 

ply 28 per cent of all ene rg 
inthe nation. Secondly, th» 

of oil has become so diff-cy 
expensive on the Ameri-an 
tinent that most producer; 
verting a very substantia: p 
their exploration expend tu 
foreign fields. Unless sor.eo 


own sake the available s: ppl 

this country will not be up 

in the future in the same 

in the past.” 

In regard to sales promot on ¢ 
use of natural gas, Kayser had 
interesting comments: 


“As in all sales promotion it 
be effective at the retail sales 
‘or this reason, obviously, 
primarily the obligation of th 
tributor to lead in such camps 
But the pipe line should join in 
efforts and bear part of the cos 
volved. 

“The pipe line should lead in 
eral institutional or industry aq 
tising. Included in this type of 
motion is area advertising desi 
to attract population and ind 
to the areas served by the pipe 

“Tn addition, the pipe line s! 
join in various projects to imp 
established uses of gas and to 
mote new uses. Without thes 
tivities any industry quickly 
comes fossilized and loses its J 
tion in our highly compet 
economy.” 


Kayser also pointed out. that 
chemical industry offers a fertile 
for pipeline companies to profit 
promote the use of natural gas. 


Distributor Offers Sound Ide 
THE Executive Vice President of 
Arkansas Louisiana Gas Compan} 
W. Weir, in connection with | 
moting the use of natural gas, 
many interesting things to say. 
said you need more than a gvod p 
uct. You have to promote 1 
pointed out that the electric 1 
has proved this very point 
gas man’s satisfaction. An 
until the gas industry bega 
up and actively promote t:¢ 
gas, the industry wasn’t ge''i 
where. He stated: 

“Because the business 
gas comes ahead of the b: 
providing service, it follov, 
first efforts should be di 
(Continued on page 
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That’s where Henry hit the ceiling one cold day 
last winter...when the gas heating bill came! 
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iht touch (as shown by these 


10! on @spaper ads, and carried over into 
er had + media) sold The Dayton 


toni and Light Company’s natural 
wen That never happens in our house. We pay 


1 sales {Budget Payment Plan. The cur- 
oo our gas bills on DP&L’s budget plan! 


ously, 





campaign, conducted in August, 


1 of the 
campage than doubled the number of a aint sai 
join in ' Poem ha gaeenesen prac at uy wo 7 
ua get users. The company’s objec- on ing the big bills of December, january and stands. On the last installment (May) adja 
“a nee ' Sa er 
p—to reduce midwinter bill ep Pon an ny cee 
: ix) works: nearest DP&L office. If you used this plan last 
lead In : aN DPGL will estimate your winter bills for gas winter, are automatically renewed to be 
plaints. (for heating and all other uses). This estimate billed in installments again this winter, and 

will be divided into 9 payments. You start pay- need not sign up again. 
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. +. at next winter's heating bills 
(even in the coldest months) 




















with | 
gas, It’s so easy... Sais 
say here’s all you do: Se 
sais If you dread those “coldest month” heating bills— you DPGL will estimate your winter bills for gas (for heating Now is the time to decide if you want to ee) 
On rd p needn't—not if you heat with natural gas! Even though and all other uses). This estimate will be divided into 9 pay- take advantage of this plan. Then stop in \ 
x 60% of your year's heating bill fells in just three months ments. You start paying in September on this besis. Your or call the nearest DP&L office If you ie 
It (December. January and February) —DPG&L hes « plan meter will be read regularly, as usual, and you will be used this plan last winter, you are auto- {////-—a 
a that divides your winter fuel payments over 9 months. Your informed each month just how your account stands. On matically pri se be cara intel ~ 
indu total fuel cost will be the same as under the old way the last installment (May). adjustment will be made— pas a sisi ci =e Ss 
Here's how it works whether DP&L's estimate was a little high or a little low = \ 
to ey 
he s THE DAYTON POWER AND LIGHT COMPANY | 
to W x > AUF 


bes ie 


> use 
ing 


f sel 
ines 


ht f § THE DAYTON POWER AND LIGHT COMPANY 
cte i 
) Fie & wi 25 North Main, Dayton 1, Ohio 
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OPERATING 
PRACTICE 


Connecting services safely, 
without loss of gas has been a prime. 
requisite to the great majority of gas 
utility management. The Mueller No- 
Blo Method, now in wide use through- 
out the gas industry, has proven to 
be a simple safe procedure for making 
service connections, running laterals, 
making stop-offs and other jobs in a 
safe No-Blo manner, without escape 


of gas. 


vas 
gas 


A complete line of No-Blo fittings 
and drilling machines and line stopper 
units of varying sizes permits a gas 
utility company to perform its work 
in a safe manner. 


If you are unfamiliar with the 
Mueller No-Blo Method and its re- 
lated equipment, contact your local 
Mueller Representative. He will be 
happy to refer you to other com- 
panies who are taking advantage of 
Safe Operating Practice by using 
Mueller No-Blo machines and fittings. 
Or write for the free “How To” book 
—"‘Safe Operating Practice’’—it tells 
and shows pictorially how you can 
benefit the Mueller No-Blo 
Method. 


with 


MUELLER CO. 


Dependable Since 1857 


MAIN OFFICE & FACTORY DECATUR, ILLINOIS 
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ward those items which use gas— 
which burn gas, to put it plainly. All 
other items, commodities, and serv- 
ices are secondary, though they may 
be very essential. 

“When we talk about promoting 
the use of gas, surely we are talking 
about the domestic, commercial and 
industrial applications — heating, 
cooking, cooling, clothes drying, in- 
cineration, heating water—yes, and 
gas lighting . . . and all the com- 
merical and industrial plants and 
methods which employ gas.” 


Weir made this important point: 
He said he advocates that the industry 
promote and merchandise gas-burn- 
ing appliances with the idea that prof- 
its would come from the sale of gas, 
not from the sale of items which burn 
gas. He said: 

“Installment financing by utili- 
ties of gas-burning appliances has 
proved successful in many areas. 
In some cases the utility does the 
selling, in addition to the financing. 
In others, the selling is done solely 
by local, independent dealers, and 
the utility’s job is to help with the 
advertising and promotion. In addi- 
tion to co-op help for dealers, some 
utilities are also doing the financing. 
My own company is doing both the 
latter, with what we believe to be 
excellent success.” 


Mr. Weir suggested that industry- 
wide promotion should embrace the 
following points: 


“1. Affirmative support of man- 
ufacturers who will devote them- 
selves exclusively to the production 
of gas-burning equipment. 

2. More emphasis on the up- 
grading of gas as the truly domes- 
tic fuel, but never forgetting the 
efficiency, cleanliness, economy and 
trustworthiness of the product. 

3. Development of industry fi- 
nancial stakes in selected gas ap- 
pliance manufacturers, or even the 
underwriting of plants which will 
manufacture all types of gas-burn- 
ing appliances. 

4. Concentration of research ef- 
forts in two or three laboratories 
dedicated to the improvement of ex- 
isting appliances, and the develop- 
ment of new gas appliances. 

5. Actively promote the product, 
even if it means a little loss of dig- 
nity and turns the president of the 
company into an assistant sales 
manager.” 

Weir gave some details about his 
own company which he said has been 
actively and continuously engaged in 


exploration, production, produc 

traction, gathering, transmission, 
distribution over the past s¢ 
years. He said that his company 
been in the gas appliance end ‘hr 
its subsidiary, Arkla Air Ccadj 
ing Corporation, for about a 

Through Arkla, he said, his com 
has revitalized another gas a; plig 
the Gaslite. The sales potenti:.| of 
Gaslite, he said, is tremendous, 
said since early 1957 his com: an 
been intensively promoting ‘he 
and installation of all-year gas 
conditioning. Also since ear! 19 
has been promoting and sel ng | 
lites. He presented some i: ereg 
figures on what these progr. ims 
done for his company in one city{ 
ing the three hottest mont! 5 of 
year in the way of gas sales i.ndp 
nues, 


For a City of 53,750 Cusiome 


Comparison of Average Moiithly 
Consumption per Domestic Meto 
MCPs 


Monthly Consumption in MCP’ 
Non-Degree Day Months 


June July . 

Sales in MCF’s 

for 1958 
4-Year Average 

Sales in MCF’s 

1954 through 1957 3.3 
Increase, 1958 over 

previous 4-Year 

Average 


He said this sales effort, condu 
in two cities, one with 53,750 cust 
ers and the other with 60,000 cust 
ers, produced the same relative | 
centages in increased domestic 
consumption. In addition, a minin 
of $250,000 per year was addet 
the company’s revenues from i 
two markets by promotion of gas 
conditioning, sales of Gaslites, 
other gas promotion progranis. 


Need for "Playhouse 
AN INTERESTING spe 


made at the INGA meeting oi: 
ject of the American Gas Ass''¢ 
Television program, “Playh: us 
by Dean H. Mitchell, Pre: 
Northern Indiana Public Ser: 
pany. He made 3 points ; Fir:' 
gas industry had a need for 
sion program; second, tha 
house 90” was meeting that 1: 
third, that pipeliners and p: 
(Continued on page 3: ) 
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TO GROW ON 


fovithly ‘Ks A community needs power to grow—a plen- 
ic Mete Mf tiful supply of gas and electricity to serve 

f the diversified needs of home and industry. 
MCPs , fi. That’s why Long Island, one of America’s 
onths a fastest growing communities, depends on 
Jule} the Long Island Lighting Company! 


usiome 


In its service area of 1,230 square miles 
LILCO is constantly on the job with a network 
of power lines and gas mains that blanket 
the Island. Now, with more than 1,000 miles 
. i ty of electric distribution lines, ad- 
19% ; GP29 ditional natural gas transmission 

‘ facilities and increased power 
plant capacity added during the 


2.6 





ye a ® 


CC mndu 


50 cust ' 
D0 cust past year, LILCO is better 
<— fy 14 equipped than ever to supply 
nestic 7 , 
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INDUSTRIAL PROGRESS 
(Continued ) 


as well as distributors, benefit 5y 
promotion and that payment — 
should be made on an indust-y4 
basis. ; 
Mitchell declared that studivs ; on 
indicated that TV offered tre “ 
method for reaching the greate st 
ber of people in the shortest t me h 
at the lowest unit cost. “Playhi us a 
was acclaimed as the seasor.’s Po 
standing dramatic producti: n, NH 
consistently won more awarcs dfny 
kinds than any program in te evi cor | 
Mitchell pointed out that “P’ iyhihnu: 
90” is well priced. He said: ~ fry. 
onde: t 
enth a 
orld 


9)" Oo 
y 


Brs 


“The cost of reaching © ie { 
sand homes with a one min:te 
mercial is $3.25; well belov. th 
tional average of $4.01. It is p ~“ 
ing to know that the money iny F the 


e F 3 : : | 
Rep trench spoil off the road ponding In its natier in N 


is delivering 

e e more audience per dollar spent ancl 

wor the SOW will pull it back the electric competition obgp’s,P'P 
through it television medium.” pndle A 

Mitchell said that in May, util “lino 

a 4 Sc € WiaV, ull) oO 

Keep traffic lanes clear, put your spoil off the pipeliners and manufacturers pam in Mi 
pavement. The Cleveland 80W backfiller pulls pating in the TV program, ely. Tru 
spoil from opposite side of trench, backfills “Playhouse 90” by a vote of 92 from t 


son? 


toward itself, works parallel to trench and In June it ranked first among all 


to traffic. tional television networks shows. 

: ; As to the effectiveness of “I 

As it backfills, the 80W simultaneously com- house 90” in getting the gas indus 

pacts fill, the right way, from the bottom up. message across to the viewers, Mi 

Leaves no voids around pipe—no settling, now ell reported the results of a resei 

or later. study made among 2,500 families, 

9 ; resenting a cross section of all 

Result: a clean, safe, completed job. sumers the nation. The s 

showed conclusively that the TV 

gram had not only halted the d 

ward trend away from preference 

, gas and gas appliances but had ¢ 

iN : | started it upward in favor of gas 

The 80W —_ ! | pliance ie. “Playhouse 90” has 

backfills away ate : 2 | its impact on the financial commu 
from itself, iP. | too, Mitchell related. 

too. Stays off 3. ’ » | He quoted the New York Ti 

lawns, side- Jy . i“ ; or which said, “The gas industry's 

walksandcom- & a ve rT ae Eig no. sponsorship is its first example 

pleted work, "er Lg 3 . showing any signs of life on indus 

Fits all job ’ c wide cooperation in years. 't pf 

eondictons. that the gas industry at last has | 
fidence in itself.” 

The economic future of the 
ducer and pipeliner are tied ‘1p in 
market for natural gas. 
stated that high load factors « : 
tained only by intensive ga 

| tion which in turn benefits 

The L E Vv Ee L A ‘ed >) T am E Re ¢ aa e Ke Co. the distributor, but the pipe 
pany and producer, too. W! 

20100 ST. CLAIR AVE. + CLEVELAND 17, OHIO | One, affects the other. 

| And since there are no 
manufacturers to support a 
promotion program for the 
as there is in the electric 
on ' 
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or any TV show the gas 
ionsors, must come from 
the industry at all levels. 
s that both the pipeliner 
-r must share the cost with 


ndle Eastern Wins 
for Annual Report 


NDLE Eastern Pipe Line 
is ben judged in an annual 
petition to have issued the 
report of the gas pipe line 
‘he award was made by an 
board of judges in the 


‘national weekly magazine. 
“Oscar-of-Industry” will 
to W. G. Maguire, chair- 
board of Panhandle, at a 


etin New York on October 27th. 
thandle Eastern is a pioneer nat- 


as pi 


pe line originating in the 


mndles of Texas and Oklahoma 
xtending through Kansas, Mis- 
Ilinois and Indiana and termi- 
yin Michigan and Ohio. Its sub- 
vy, Trunkline Gas Company, ex- 


from 


the Gulf Coast to Tuscola, 


Illinois, where its gas is fed into the 
Panhandle system. 

“Financial World” announced that 
approximately 5,000 reports originally 
were entered in the 1958 competition. 
These were subjected to a fine process 
of elimination to determine the best 
reports in various industrial categories. 
In the pipe line classification, North- 
ern Natural Gas Company was run- 
ner-up; Alabama-Tennessee Natural 
Gas Company placed third. 


Gas Utility and Pipeline Sales 
Show Annual Gain of 5.6% 


The gas utility and pipeline indus- 
try’s sales for the year ending July 
31st totaled 79.1 billion therms to 
show an annual gain of 5.6 per cent, 
the American Gas Association re- 
ports. 

While the industry’s total July sales 
of 4,860 million therms were off 1.9 
per cent from a year ago, the nation’s 
industrial production, as measured by 
the Federal Reserve Board index, fell 
8.3 per cent under the index for the 
corresponding month in 1957. 

Sales of manufactured and mixed 


gas in July showed an annual gain of 


2.7 per cent, totaling 108.7 million 
therms. Natural gas sales of 4,752 
million therms during the month were 
off 2.0 per cent from last July. 


Pacific Northwest Pipeline 


The Federal Power Commission re- 
cently approved a $5,542,000 construc- 
tion project proposed by Pacific 
Northwest Pipeline Corp., Salt Lake 
City. 

Pacific Northwest plans to build 
51.3 miles of pipeline in Lincoln and 
Sublette counties, Wyoming, to carry 
gas purchased from independent pro- 
ducers in the Big Piney and Tip-Top 
Hogsback fields. 


Cleveland Trencher Introduces 
Four New Models 


THE CLEVELAND Trencher 
Company unveiled four new trenchers 
at a three-day meeting in Cleveland re- 
cently, for its United States and Ca- 
nadian distributors. 

All of the new models, the J-20, 
J-30, J-40 and JS-30, are major ad- 
vances in trencher design and include 

(Contniued on page 40) 








ONLY Speedy Iherm 
spells GAS 
as well as SELLS zt/ 


I’m a crackerjack gas salesman. I can 
save hours of time and many production 
dollars for your Advertising Department. 
I’m a perfect spokesman for your Public 
Relations messages. And the folks in 
Employee Relations can use me effec- 
tively, too, on safety posters, employee 
communications and the like. 

But I’m more than just a cartoon 
character. I give you a complete service, 
including monthly mailings with sug- 


gested newspaper ads, situation draw- 
ings, suggested features for house organs, 
outlines of gas appliance promotions, and 
many other time-and-money-saving sug- 
gestions to help your company use me 
effectively. 


FOR MORE INFORMATION about using 
my trade-marked figure in your com- 
pany’s service area, just write me at the 
address below. 


SPEEDY THERM SERVICE COMPANY 


DEPT. A. GOX 132 - 


MEADOWBROOK, PENNSYLVANIA 
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innovations in operating features 
which add importantly to trench dig- 
ging facility and efficiency. Distribu- 
tors at the meeting were also given a 
look at major improvements in two 
current Cleveland machines, — the 
Model 240 trencher and the Model 
190 backfiller. 

All new models have a new-type, 
V-shaped discharge conveyor which is 
driven, shifted and reversed in direc- 
tion of discharge by an independent 
hydraulic drive contained within the 
conveyor and lever-controlled from 
the operator's seat. 
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Their full crawlers have new-type 
non - packing, anti - friction - bearing- 
mounted tracks, dual support and drive 
on both ends of crawler pins, and 
16” x 3” hydraulic steering brakes. 

The new machines also have all con- 
trol levers grouped for utmost safety 
and convenience, with all operations 
easily controlled from the operator's 
seat. 

The new Model JS-30, in addition 
to all of these features, has a power- 
shifted, power-tilted digging wheel 
and a_ power - raised - and - lowered 
crumbing shoe. Its wheel can be shift- 








MINIATURIZED PRECISION 





The new 
WILKINSON LINE LOCATOR MODEL W-3 





A radically new, advanced design in electronic locating instruments for determining 
the precise location and depth of all sub surface installations—pipes, cables, valves, 
boxes, stubs, transmission and distribution lines. 


True miniaturization of the new Model W-3 is achieved by the use of transistors, sub 
miniature components, etched circuitry and our unique and original antennas. 


This new model Wilkinson Line Locator is contained in molded glass fiber instrument 
cases which provide ultimate protection for heavy field use. The dimensions of this 
highly effective locating instrument are only one fourth that of conventional locating 
devices and the overall weight, assembled, has been reduced to four pounds. 


The transistors have an extremely long use life and most likely will never require 
replacing. The mercury cells and high current miniature batteries are leak proof, they 
will last at least ten times as long as those employed in the old type locators. The 
anodized aluminum connect-handle telescopes to 17 inches. A single ear transistor 
head set is supplied and the entire instrument comes to you in a substantial carrying 


case. 


This thoroughly modern locating instrument is effective on the most difficult jobs— 
sturdy, and entirely shock resistant. The model W-3 Wilkinson Line Locator is designed 
and constructed so that the usual periodic servicing is practically eliminated. It's light 
weight and small, compact size provides the operator with the most convenient and 
flexible locator possible. It's as handy as a flash light. 


WILKINSON PRODUCTS COMPANY 


3987 Chevy Chase Drive, Pasadena 3, California 


Tel.: SYivan 0-4314 




















ed laterally as much as 3) 
to either side of the ceite 
of the trencher, permitti:g 
dig trench flush with out-r 
of the crawler tracks or af 
point between. It can ex 
short runs of trench up to 6 > et 
without lateral repositionin + ; 
crawlers. 

The Cleveland 240 trench: -, 4 
ly popular model since 195. f 
ging up to 3 feet wide, dowr 
3 inches deep, now has a cx 
V-type construction with 
power-shifting and pow: 
both operations lever-contr: 
the operator’s seat. Its 12- 
inch conveyor power-folds 
within the trencher’s 8-fo 
width for transport witho 
highway permit. 

Another Cleveland innova ion 
water-cooled throw-out clut: 4 fe 
of the Model 190 backfiller. A 
jacket surrounding the clute!: pre 
overheating and maintains p 
clutch adjustment, permits ace 
casting control of the backtill 
and adds hnudreds of hours t 
work-life of the clutch lining at 
clutch components. 













Underground Storage o 
Oil, Gas Gains 


The distributors of petroleum | 
ucts and of natural gas are sti 
steadily increasing quantities of 
terials in or near the areas of hea 
consumption so that these wi 
stockpiles may be tapped when net 

In 1952, underground storage 0 
uid petroleum ran to about 7,00 
barrels : it jumped to 27,000,000b 
end of 1956. 

Storage of liquefied petroleun| 
been increased to 243 undergr( 
cavities scattered throughout fou 
states, concentrated mainly in 
Southwest. 

Storage of petroleum undergr 
began about 40 years ago. It's ge 
increasing attention as refin Ts, | 
line operators and oil-gas fi Id dt 
opers seek increased effici ney 
lower storage and distributir ; cost 

Underground storage as | 
found more economical and fer] 
surface storage. It requir am 













mum of surface areas, th: -by & 
serving ground space for ¢ ierallh 
erations. It is said to bi vit 
bombproof, fireproof anc veal 
proof. 

One of the most interestii and 
usual underground storage | ‘iliti 

(Continued on page) 
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Optimism is the prevailing moos in St. Louis these days, 
and there’s a reason. In the past six years over 200 
business firms and industries have selected St. Louis for 


expansion or re-location, 


Inevitably, such an influx has meant a substantial 
increase in the demand for natural gas. In fact, during 
this period yearly consumption has more than doubled. In 
making sure that new industry and new residents have 
an abundant supply of the cheapest, most efficient of fuels— 
natural gas—Laclede has not only met the challenge 
of growth; it has been a force in that growth. 


If St. Louis looks ahead with confidence, the Laclede Flame is 


A SIGN OF THE TIMES 





INDUSTRIAL PROGRESS—( Continued) 


that being created at Marcus Hook, 
Pa., by the Sun Oil Company. It is 
providing a man-made cavern carve¢ 
from solid rock, 300 feet beneath the 
surface. When completed, it will hold 
250,000 barrels of butane, used in 
Sun’s motor fuel. It is believed, the 
company’s monthly publication as- 
serts, that this facility will cut costs of 
storing butane as much as 50 to 80 per 
cent. One example of cost saving is 
refrigeration. Certain petroleum prod- 
ucts revert to gaseous stages fairly 
easily and, in surface storage units, 
pressure must be maintained to keep 
them liquid. 

During hot weather the problem is 
intensified, and expensive refrigera- 
tion is required. 

But underground, one tenth as much 
pressure is needed. Temperatures re- 
main fairly constant winter and sum- 
mer. This adds up to substantial 
economies. 

There are three principal types of 
underground storage, namely: 

1. Sotution—The creation of a 
storage chamber by dissolving salt de- 
posits in water. 

2. ExcavaTion—The removal of 
lime, shale or chalk, and now granite, 
by conventional excavating methods. 

3. NATURAL RESERVOIRS—Utiliza- 
tion of depleted oil or gas reservoirs. 

Various depleted oil and gas fields 
in Pennsylvania are used for the stor- 
age of natural gas during the summer 
months, so that when industrial and 
domestic use soars to levels greater 
than the handling capacities of long- 
distance pipelines that these near-at- 
hand stockpiles can be drawn on by 
areas such as the Greater Baltimore 
sector. 

Some petroleum products are stored 
in abandoned quarries. These reser- 
voirs are fitted with floating covers of 
aluminum. 


Westinghouse Atoms-for-Peace 
Exhibits Showed Nuclear Power 
Progress 


WESTINGHOUSE and four of its 
manufacturing associates abroad 
demonstrated their contributions to 
production of electric power from the 
atom at the Second International Ex- 
hibition of the Peaceful Uses of 
Atomic Energy at the Palais des Ex- 
positions in Geneva, Switzerland. 

Largest unit in the Westinghouse 
display was a 38-foot scale model of 
the pressure vessel and core for the re- 
actor now operating in the 60,000- 
kilowatt Shippingport atomic power 
station. The unit was featured in the 
United States Atomic Energy Com- 
mission exhibit. A joint project of the 
United States Atomic Energy Com- 
mission and the Duquesne Light 
Company, the power station was dedi- 
cated last May by President FEisen- 
hower. 

An 8-foot model of the Yankee 
Atomic Electric Power Company re- 
actor in the Westinghouse exhibit in- 
dicated by animated lighting effects 
how water flows through the unit 
when it is operating. 

Four companies associated with 
Westinghouse in the manufacture of 
atomic power equipment outside the 
United States contributed both to the 
company’s exhibit in the Palais and 
to exhibits set up by their own coun- 
tries. The organizations are Canadian 
Westinghouse Company, Ltd., Ateli- 
ers de Construction Electriques de 
Charleroi of Belgium, Fiat S.p.A. of 
Italy and Siemens of Germany. 

To demonstrate that they are ac- 
tively engaged in the manufacture of 
atomic “hardware’—components of 
nuclear power plants—the associated 
companies showed prototype equip- 
ment and models of products in 


which they specialize. Canadiai | 
inghouse, for example, had a ph 
mural display of the horizont: | 
sure tube reactor it is makiig 
Canada’s Chalk River Projet. 
Fiat sector features the Salag ‘ia 
search Center. 

In addition to its particip: ‘iof 
the exhibition, Westinghou : 


submitted eight major technica pal’ 


by its scientific representative at 
Second United Nations Inter at 
Conference on the Peaceful 7 
Atomic Energy. Eighteen oth: 
inghouse papers were contri 
the Conference records. 

Two of the technical pay 
sented by Westinghouse « 
the construction and ma 
operation of the 150,000 «i 
aqueous homogeneous Pennsyly3 
Advanced Reactor for the 1’ 
vania Power & Light Co. The 
included details of the work on 
pressurized water units: the 134, 
kilowatt reactor for the Ya 
Atomic Electric Company o/ Ro 
Mass., and the 11,500-kilowait B 
Belgian Thermal Reactor being ¢ 
structed for the Centre d’F tude 
Energie Nuclaire, Mol, Belgium! 


South Jersey Wins Seven Hon 
In PUAA Better Copy Conte 
SOUTH JERSEY Gas Comps 


Atlantic City, was top winner 
seven outstanding honors in the f 
of advertising in the Better 
Contest sponsored by the Public l 
ities Advertising Association. El 
E. Stuenckel, sales promotion and 
vertising manager for the compa 
accepted the awards at the asso 
tion’s recent convention in Pittsbu 


The company won first place 
dealer promotion material; sec 
place for a complete program of in 





WE HAVE BEEN MANUFACTURING 


VALVE DISCS 


FIFTEEN YEARS FOR THE GAS INDUSTRY 





Tri-State Valve Discs are better than ever since they are now being 
precision lapped to tolerances of .001”, with a micro finish of 4 to 6. 





Valve discs of steel, inconel and bakelite 





THE TRI-STATE MANUFACTURING & ENGINEERING COMPANY 
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INDUSTRIAL PROGRESS—( Continued) 


nadiar \ dvertising, newspaper ad- 
rad a pion, it series on public relations, 
izont: splays and single advertise- 

‘BB pl ¢ awards for window dis- 


an’ -mployee magazine. 
tot' of 2,096 entries were re- 
his year’s contest, which is 
nnual contest conducted by 
tion and the oldest continu- 
ising competition. The con- 
aug inc’ ded newspaper advertise- 
‘is, 1 .gazines, employee newspa- 
dire t mail, publications, display, 
‘ers, illboards, annual reports, 
) an. television, and motion pic- 


paj 


Continued Gains for 
Gas Heating 
@;USi shipments of gas equip- 
for residential central heating 
ed 12.5 per cent more units than 
e sare month last year, the Gas 
liance Manufacturers Associa- 
announced recently. It was the 
th month in a row that gas cen- 
heating shipments ran substan- 
sabove 1957’s. 
dward R. Martin, GAMA direc- 


tor of marketing and statistics, also 
revealed further gains for automatic 
gas water heaters. The August figure 
for gas ranges, however, was still be- 
low last year’s, although it was the 
highest for any month in 1958. 

Gas furnaces of the forced warm 
air and gravity types accounted for 
shipment of 88,600 units in August 
and 476,400 in eight months, for 
gains of 19.6 per cent and 11.8 per 
cent, respectively over year-earlier 
totals of 74,100 and 426,100. 

For gas boilers the August figure, 
14,600, was 21.7 per cent above the 
12,000 a year earlier, and the eight 
months total, 66,900 vs. 61,300, 
showed a 9.1 per cent gain. Conver- 
sion burners, used in changing heating 
systems from other fuels to gas, were 
down 15.2 per cent in August, 19,500 
vs. 23,000, and down 9.5 per cent in 
eight months, 80,300 vs. 88,700. 

The combined total for furnaces, 
boilers and conversion burners 
reached 122,700 in August, up 12.5 
per cent over the 109,100 in the 1957 
month. For eight months this gas 
central heating total amounted to 
623.600, up 8.2 per cent over last 


year’s eight-months total of 576,100. 

Manufacturers shipped 218,400 au- 
tomatic gas water heaters in August, 
or 3.9 per cent more than the 210,300 
in the 1957 month. The figure for the 
first eight months of the year was 
1,776,000, up 2.3 per cent over the 
1,735,800 in the same period last year. 

Free-standing gas ranges had ship- 
ment totals of 134,800 in August and 
1,014,400 in eight months, down 18.6 
per cent and 13.2 per cent respective- 
ly from year-earlier figures of 165,- 
600 and 1,168,300. Gas built-ins, how- 
ever, extended their recent wide gains. 
For August the built-in total was 21,- 
200, up 24.7 per cent from 17,000, and 
for eight months 134,600, up 9.8 per 
cent from 122,600. 

For the two gas range types com- 
bined, August shipments were 156,- 
000, down 14.6 per cent from 182,600, 
and for eight months, 1,149,000, 
down 11 per cent from 1,290,900. 

Statistics in each of the various — 
categories were obtained by tele- 
graphic surveys among producers ac- 
counting for most of the country’s 
output, with figures thus obtained ex- 

(Continued on page 46) 














How’s This for Growth? 


27% More Gas Customers in 2 Years! 





Montana pecple are going for gas 


in a big way! 


Expansion of our natural gas sys- 
tem in the Treasure State has permit- 
ted the addition of 27 per cent more 
customers since 1956. The number of 
customers has increased from 45,132 
to 57,444. Our gas comes from Mon- 
tana, Wyoming, and Canada. 








TELEMETERING equipment tied in with Mon- 
tana Power microwave system tells dispatch- 
ers how much gas is flowing through lines. 








THE MONTANA POWER COMPANY 


Serving a Growing State 

















ER 23,MOBER 23, 1958—PUBLIC UTILITIES FORTNIGHTLY 





FEDERAL UTILITY REGULATION ANNOTAT 
VOLUME 2, WITH SUPPLEMENTAL VOLUMES A AND B 


The only up-to-date annotation 


This 3-volume set comprises an analytical survey of the 
activities of the Federal Power Commission, in the admin- 
istration of the Federal Power Act and the Natural Gas 
Act from the beginning through 1957. 


Replete with 


@ Annotations of each Act, section by section, covering 
all important and precedent-making opinions of 
the Commission and of the courts on appeal, to 
January 1, 1958. 


@ Extensive editorial analyses 


@ FPC rules and regulations in effect July 1, 1958. 


Only Complete Reference Work 
of its Kind 


Questions are discussed relating to the determina- 
tion of the cost of projects, accounting, rate-base deter- 
minations, rates, service and granting of licenses, includ- 
ing the question of licensing partially settled by the special 
law authorizing development of power by the New York 
State Power Authority. The extent of the Commission’s 
jurisdiction, what constitutes interstate commerce, return 
allowance, cost allocation in the fixing of gas rates, and 
many other vital subjects, are also discussed. 


A valuable possession for the executives of gas 
companies, and their counsel, as well as attorneys, 
utility analysts and others having an interest in the ac 
Power Commission. 
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Recent Commission and court rulings are included 
on various phases of the complex problems arising from 
the extension of Commission regulation to natural gas 
producers, as a result of the U. S. Supreme Court decision 
in the Phillips Case. Decisions are also included dealing 
with the filing of rates by gas producers and those with} 
whom they do business, the departure from the cos 
basis for rate making because of the nature of produce: 
operations, and the troublesome problems as to change 
in filed contract rates, such as the questions aris ag in 
the Memphis Case. 


producing, pipeline, gas distributing and =lect 
rate experts, accountants, valuation en ;inee 
tivities, practices and procedures of the fede 


Complete set of 3 volumes—$37.50. 


PUBLIC UTILITIES REPORTS, INC., Publishers 


332 PENNSYLVANIA BUILDING 
WASHINGTON 4, D. C. 











You get delivery in just 8 weeks on 
R standard-design medium transformers” 


ndard medium transformers (501 to 7500 kva, 69 kv and below) require 12 weeks shipping ag 
416-21 


‘lectric Co., Schenectady 5, New York. 


Progress /s Our Most Important Product 


GENERAL @@ ELECTRIC 





INDUSTRIAL PROGRESS—( Continued) 


panded to yield national shipment 
totals. 


Gas Lights Back at 100-Day Rate 
A BOOM in gas lights is sweeping 
the Southwest. 

That’s the report of the Arkansas 
Louisiana Gas Company. The com- 
pany reports that front yard gas 
lights are being installed at the rate of 
more than 100 a day. 

The lights add early American 
decor to lawns and front yards. They 
burn ’round the clock, At night, their 
bright flame is clearly visible for 
hundreds of yards. 


New Texas-Florida Gas Pipeline 
Adds Executives 

F. E. STANLEY, chairman and 
president of The Houston Corpora- 
tion which is constructing a 1,500- 
mile mainline natural gas system from 
Texas to Florida, recently an- 
nounced executive appointments for 
the parent company and its sub- 
sidiaries. 

G. B. Bennett has been elected vice 
president of sales and operations for 
the parent company; Dwight B. 
Sprow has been elected executive vice 


president of Houston’s pipeline sub- 
sidiaries, Houston Texas Gas and Oil 
Corporation and Coastal Transmis- 
sion Corporation. 

Other appointments announced by 
Mr. Stanley include: Don A, Har- 
desty as superintendent of pipelines 
for the pipeline subsidiaries and J. B. 
Zachary as superintendent of com- 
pressor stations for both. 

The company’s $185,000,000 pipe- 
line system, scheduled for completion 
in June 1959, extends from McAllen, 
Texas near the Rio Grande to Miami. 
Coastal Transmission will build the 
line from McAllen to Baton Rouge, 
La. and Houston Texas Gas and Oil 
will continue the line to Miami. 

Peninsular Florida is the last major 
population area in the United States 
without natural gas service. The 
company has acquired the gas distri- 
bution properties in Miami, Lakeland 
and Daytona Beach from Florida 
Power and Light Company, those in 
Orlando and Winter Park from South 
Atlantic Gas Company, those in Mt. 
Dora, Eustis and Umatilla from the 
Triangle Gas Company, and is also 
acquiring the common stock of Jack- 
sonville Gas Corporation. 














This advertisement is neither an offer to sell, nor a solicitation of an offer to buy 
any of these Securities. The offering is made only by the Prospectus. 


NEW ISSUE 


October 7, 1958 


447,346 Shares 


The Peoples Gas Light and Coke Company 


Capital Stock 
$25 Par Value 


Holders of the Company’s outstanding Capital Stock are being offered the right 
to subscribe for the above shares of additional Capital Stock at the rate of one 
share of additional Capital Stock for each 1! shares of Capital Stock held of 
record at the close of business on October 2, 1958. Warrants will expire at 3:00 
P.M., Central Daylight Time on October 20, 1958. 


The several Underwriters have agreed, subject to certain terms and conditions, to 
purchase any unsubscribed shares and, both during and following the subscription 
period, may offer shares of additional Capital Stock as set forth in the Prospectus 


Subscription Price $41 Per Share 


Copies of the Prospectus may be obtained from such of the undersigned 
as are registered dealers in securities in this State. 


Glore, Forgan & Co. 
White, Weld & Co. 


A. C. Allyn and Company 


Incorporated 


The First Boston Corporation 
A. G. Becker & Co. 


Incorporated 


Blyth & Co., Inc. Eastman Dillon, Union Securities & Co. Goldman, Sachs & Co. 


Harriman Ripley & Co. 


Incorporated 


Lehman Brothers 


Stone & Webster Securities Corporation 


Hornblower & Weeks 
Merrill Lynch, Pierce, Fenner & Smith 


Kidder, Peabody & Co. 


Dean Witter & Co. 


Irwin M. Stelzer Named A 
President of Consultin«; 


PROMOTION of Irwin 
specialist in regulatory eco: 
vice president of Boni, 
Jason & Co., Inc., Wall Stre 
management and economic 
ants, was announced recent 
fred C. Bom, President. 
The firm recently anno: 
establishment of an_affil 
branch offices in Rio de J: 
Sao Paulo, Brazil. In maki 
nouncement, Mr. Boni sai 
iate would operate under 
Boni, Jason, Miller, Ltda., ; 
be under the direction of 
Miller of Sao Paulo and Ni 
These new facilities w 
Boni, Watkins, Jason & C 
afford expanded service to tl 
in Latin America, and ¢ 
United States clients dire 
with the increasingly 
Latin-American field. 





STATEMENT REQUIRED BY THEA 
AUGUST 24, 1912, AS AMENDEI BY 
ACTS OF MARCH 3, 1933, AND JU 
1946 (TITLE 339, C. SECTION 
SHOWING 
MENT AND 
ties Fortnightly published fortnight! 
Baltimore, Maryland for October 1, 199 
1. The names and addresses of the publi 
editor, managing editor, and business 
agers are: 
Publisher: Public Utilities Reports, 
Washington, D. C. 
Editor-in-Chief: Ellsworth Nichols, 
ter, N.. Y. 
Managing Editor: 
Washington, D. C. 
Business Manager: A. S. Hills, Was 
ton, i 
2. The owner is: (If owned by a corporal 
its name and address must be stated and 
immediately thereunder the names and 
dresses of stockholders own:ng or holdif 
per cent or more of total amount of s 
If not owned by a corporation, the na 
and addresses of the individual owners 
be given. If owned by a partnership or 
unincorporated firm, its name and addj 
as well as that of each individual mem 


Francis X. Wé 


Washington, D. C.; H . : 
York, N. Y.; Ernest R. Acker, Pouxhkeej 
N. Y.; R. N. Benjamin, New York, N 
George S. Young, New York, N. Y.: 5 
Cooper, Wilmington, Del. 
3. The known bondholders, mortg 
other security holders owning or | 
per cent or more of total amoun 
mortgages, or other securities ar« 
4. Paragraphs 2 and 3 include, in« 
*he stockholder or security hold r 
upon the books of the company a 
in any other fiduciary relation, t 
the person or corporation for 
trustee is acting: also the staten 
two paragraphs show the affiant’s 
edge and belief as to the circum 
conditions under which stockhol« 
curity holders who do not appe 
books of the company as trustee: 
and scurities in a capacity oth« 
of a bona fide owner. 
PUBLIC UTILITIES _REP‘ 
A. 8S. Hills, Busin: 
Sworn to and subscribed before 
day of September, 1958. 
Josephine A. Olker 
Notary Public 
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your cable must endure... 










—turn to Kerite with assurance. For Kerite’s 
wide range of quality insulated cables are un- 
rivaled for on-the-job dependability and 
economy under all types of operating conditions. 

In actual use, Kerite cables have been exam- 
ined, salvaged, and returned to stock after as 
many as 50 years of continual service. 

So we think that we may properly say: when 
quality and long life are essential . . . you can 
rely on Kerite. 
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= Our headquarters office is at 30 Church Street, 
ges New York 7, N. Y. Branches are in Ardmore, 
upon 










Pa., Boston, Cleveland, Chi , Houston, S 
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Typical result: Development and installation of c_ »plete 
systems and equipment for personnel departmen 













AYS 


with complete records management program 













Remington Rand specialists organized and set in motion a long-range 
Records Management program at Tampa Electric Co. that is paying off in 
substantial benefits and savings. 

File analysts studied the existing systems, inventoried the records, estab- 
lished records retention controls, reorganized the system based on findings 
of the analysis, set up operating manuals for each department and all phases 
of operation and trained the necessary personnel for operating and perpet- 
uating the system. 





The Results Are Substantial 


} TIME saved in daily clerical operation...less executive waiting time for 
information. 

SPACE saved (great amounts of it) by planning current, inactive and stor- 
age facilities for records on the basis of maximum efficiency. 
MATERIALS saved by establishing standards that assure proper file main- 
tenance through use of operating manuals. 

EQUIPMENT saved through systematic consolidation and organization of 
related files, greatly reducing required housing. 

PERSONNEL saved through proper training and increased accuracy and 
efficiency of finding and filing. 
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How About Your Records? Get full particulars on how your utility can 
effect tremendous savings in the management of your records. Write Room 
2029, 315 Fourth Avenue, New York 10 —ask for X1615A. 


6 
Remington. Fband DIVISION OF SPERRY RAND CORPORATION 
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PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 














63 years of leadership in property valuation 
The AM E R ICAN APPRAI SAL Company ® 


Home Office: Milwaukee 1, Wisconsin 
Offices in 18 cities coast-to-coast 
















BLACK & VEATCH 
CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
1800 MEADOW LAKE PARKWAY, KAPSAS CITY i4, MISSOURI (SINCE 1915) 











BONI, WATKINS, JASON & CO., INC. 


Economic & Management Consultants 


437 Shoreham Bidg. 


37 Wall Street 
Y. Washington 5, D. C. 


New York 5, N. 











Rate Cases Management and Market Studies Rate of Return Analysis 
Cost of Service Determination Economic and Financial Reports 
DAY & ZIMMERMANN. INC. 
ENGINEERS & CONSTRUCTORS 
NEW YORK PHILADELPHIA CHICAGO 
Design — Electric Line Construction — Management — Reports and Valuations 











* Standby 
% Augmentation 
*% 100% Town Supply 


Design ¢ Engineering ¢ Construction 


NEW YORK 36, N. Y. 


11 WEST 42ND STREET 


DRAKE & TOWNSEND 


‘mc © @ © oO 











~ 


Ford, Bacon & Davis 


CONSTRUCTION 
RATE CASES 


VALUATION 


ustton Engineers 


NEW YORK @ CHICAGO e@ LOS ANGELES 











(Professional Directory Continued on Next Page) 
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PROFESSIONAL DIRECTORY 


(continued) 









FOSTER ASSOCIATES, INC. 


Rate Cases @ Cost of Service and Other Regulatory Methods 
Rate of Return Analyses @ Rate Design 
Natural Gas Field Price Problems @ Economic and Financial Reports 


1523 L STREET, N.W. 326 MAYO BUILDING 
WASHINGTON 5, D. C. TULSA 3, OKLAHOMA 








GIBBS « HILL, tne. 
Consulting Engineers 
DESIGNERS ® CONSTRUCTORS 
Los Angeles NEW YORK Tampa 











GILBERT ASSOCIATES, INC. 


ENGINEERS and CONSULTANTS 


525 LANCASTER AVE. 
FOUNDED 1906 READING, PA. 


WASHINGTON ¢ NEW YORK 








W. C. GILMAN & COMPANY 


CONSULTING ENGINEERS 
ELECTRIC — GAS — TRANSIT — WATER 
Financial and Economic Reports 
Valuations—Rate of Return—Depreciation Studies 
Traffic Surveys—Fare Analyses 


55 Liberty Street New York 5, N. Y. 








Harza Engineering Company 
Consulteng Engineers 


Calvin V. Davis Richard D. Harza E. Montford Fucik 


REPORTS — DESIGN — SUPERVISION 
HYDROELECTRIC PLANTS AND DAMS — TRANSMISSION LINES — FLOOD CONTROL — 
IRRIGATON — RIVER BASIN DEVELOPMENT 


400 West Madison Street Chicago 6, Illinois 








GUSTAV HIRSCH ORGANIZATION, INC. 
1347 West 5th Ave., Columbus (12) Ohio 
Telephone Hudson 8-0611 


Consulting and Supervisory Engineers and Contractors 
Construction and Operation of Utility Enterprises 








HOOSIER ENGINEERING COMPANY 


Erection and Maintenance of 
Electrical Transmission and Distribution Lines 


1350 HOLLY AVENUE . COLUMBUS, OHIO 











Mention the FortNiGHTLY—I/t identifies your inquiry 
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PROFESSIONAL DIRECTORY (continued) 








INTERNATIONAL ENGINEERING COMPANY, INC. 


Design and Consulting Engineers 


Dams—Power Plants—Transmission Lines—Railroads—Highways 
Investigations—Reports—Plans and Specifications 
Cost Estimates—Supervision of Construction 


74 New Montgomery Street San Francisco 5, California 














JENSEN, BOWEN & FARRELL 
ENGINEERS 
ANN ARBOR, MICHIGAN 
APPRAISALS—IN VESTIGATIONS—DEPRECIATION STUDIES— 
COST TRENDS—REPORTS 
for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
ORIGINAL COST AND CONTINUING PROPERTY RECORD 
DETERMINATION 











DESIGN e CONSTRUCTION MANAGEMENT 
SURVEYS e INVESTIGATIONS e REPORTS 


1200 N. BROAD ST., PHILADELPHIA 21, PA. 


se) She huljian loypovralion 
, ENGINEERS e Gon S rR UC TORS 
ther. POWER PLANT SPECIALISTS 








William S. Leffler, Engineers Associated 
Utility Management Consultants for past 35 years Specializing in 
GAS DEVELOPMENT OF CLASS RATES OF RETURN AND REGULATORY 
ELECTRIC CLASS UNIT COST DETERMINATIONS FOR er 
WATER RATE STRUCTURE MODERNIZATION AND RATE CASES PROBLEMS 
Send for brochure: “The Value of Cost Analysis to Management” 
DARIEN, CONNECTICUT 














Pioneer Service & Engineering Co. 


CONSULTING, DESIGNING AND : SPECIALISTS IN 
OPERATING ENGINEERS Hi ACCOUNTING, FINANCING, RATES, 
PURCHASING eg INSURANCE AND DEPRECIATION 
231 SOUfH LA SALLE STREET CHICAGO 4, ILLINOIS 

















SANDERSON & PORTER 


CONSTRUCTION ° REPORTS & 
SURVEYS 


NEW YORK 
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Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Utilities—Industrials 
Studies—Reports—Design—Supervision 
Chicago 3, Ill. 








STANDARD RESEARCH CONSULTANTS, INC. 


Rate of Return °* Valuations ° Capital Costs 
Customer Surveys °* Depreciation Studies 
Regional Economic Studies °* Property Records 


345 Hudson St. Watkins 4-6400 New York 14, N. Y. 

















STONE « WEBSTER 


ENGINEERING CORPORATION 


Design « Construction e« Reports « Appraisals 
Examinations e Consulting Engineering 
NEW YORK BOSTON CHICAGO PITTSBURGH HOUSTON 
SAN FRANCISCO LOS ANGELES SEATTLE TORONTO 











The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Re ports—A ppraisals 
Consulting Engineering 


80 BROAD STREET NEW YORK 4, N. Y. 








Whitman, Requardt and Associates 


Publish f th -year-o 
DESIGN—SUPERVISION HANDY WHITMAN. INDEX 


REPORTS—VALUATIONS for Public Utility 


Construction Cost Trends 
Including Hydro-Electric Properties 
1304 ST. PAUL STREET BALTIMORE 2, MARYLAND 








EARL L. CARTER 


Consulting Engineer 
Abram</Aerial Survey 
? Lopoation 




















REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 
F . . Public Utility Valuations, Reports and 
Topographic and Planimetric Maps sos Roe 
Mosaics, Plans & Profiles for all — Cost Studies 
Engineering work. 910 Electric Building Indianapolis, Ind. 
Abrams Bldg. Lansing, Mich 
BURNS & McDONNELL ENGINEERS, CONSTRUCTION AND 


: ; MAINTENANCE CONTRACTORS 
Engineers - Architects - Consultants for the GAS INDUSTRY 


KANSAS CITY, MO. 
P. O. Box 7088 CONSOLIDATED 


GAS AnD SERVICE CO. 
Phone: DElmar 3-4375 327 So. LaSalle $t., Chicago 4, ll. 
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GANNETT FLEMING CORDDRY AND CARPENTER, INC. 
ENGINEERS 


Investigations—Reports—Appraisals 
Original Cost and Depreciation Studies 
Rate Analyses—Insurance Surveys 


HARRISBURG, PENNSYLVANIA 








MINER AND MINER 
CONSULTING ENGINEERS 
INCORPORATED 


GREELEY COLORADO 











FRANCIS S. HABERLY 


CONSULTING ENGINEER 


Valuation—Depreciation 
Investigations and Reports 


122 SoUTH MICHIGAN AVENUE, CHICAGO 








PITTSBURGH TESTING 
LABORATORY 
Radiography—Soils——Mechanics 
Testing—Inspection—Analysis 
Main Office, Pittsburgh, Pa. 

32 Laboratories in Principal Cities 











JACKSON & MORELAND, INC. 


Engineers and Consultants 


Design and Supervision of Construction 


Reports — Examinations — Appraisals 
Machine Design — Technical Publications 
Boston New York 








A. S. SCHULMAN ELEctric Co. 


Electrical Contracting Engineers 
founded 1890 
POWER STATION—INDUSTRIAL— 
COMMERCIAL—TRANSMISSION LINES— 
DISTRIBUTION 


2416 S. MICIIIGAN AVE., CTIICAGO, [LL 


Los Angeles Tampa 








PETER F. LOFTUS CORPORATION 


Design and Consulting Engineers 
Electrical * Mechanical * Srructural 
Civil * Nuclear * Architectural 


FIRST NATIONAL BANK BUILDING 
Pittsburgh 22, Pennsylvania 


« By | 
S ot 
AousuEo® 








The R.W. STAFFORD CO. 


GAS CONSULTANTS — ENGINEERS 

CONSTRUCTORS 

Natural Gas Conversions 

Plant Management & Operations 

Accident & Insurance Investigations 

Peak Shaving & Standby Plants 

EVANSTON, ILLINOIS 
2944 Grant St. Phone UNiversity 4-6190 














LUTZ & MAY COMPANY 


Consulting Engineers 


STEAM, GAS & DIESEL POWER STATIONS 
PUMPING PLANTS—ELECTRIC SYSTEMS 
REPORTS—DESIGNS—APPRAISALS 


1009 Baltimore Kansas City 6, Mo. 








SVERDRUP & PARCEL 


Engi s&C Itants 





Design, Construction Supervision 

Steam and Hydro Power Plants 

Power Systems—Industrial Plants 
Studies—Reports 


St. Louis ° San Francisco ° Washington 

















J. F. McMAHON ASSOCIATES, INC. 


Engineering Consultants 


INSTRUMENTATION AND CONTROL 
STUDIES @ REPORTS 
DESIGN @ SUPERVISION 


P. O. DRAWER 3908, SHAKER SQUARE STATION 
CLEVELAND 20, OHIO 
GArfield 1-4834 











A, W. WILLIAMS INSPECTION CO., INC. 


Specialized Inspection Service 





Poles, Crossarms, Lumber, Piles, Crossties 
Preservative Treatment and Preservative Analysis 


208 Virginia St., Mobile, Ala. 
New York St. Louis Portland 
Inspectors stationed throughout the U.S.A. 
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The Fortnightly lists below the advertisers in this issue for ready refer- 
ence. Their products and services cover a wide range of utility needs. 
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If ever a crane was built for the rugged 
“lift-and-go” duty of the utility field, it’s 
the PH 105A-TC! Lifts a genuine 12% tons 
at a practical 12-ft. radius—handles 70-ft. boom 
and 20-ft. jib. Super mobile carrier gets you from 
job to job... fast! 
Here are features that give you more for your 
money with the P&H 105A-TC: 
¢ Triple-safe, independent planetary 
boom hoist lowers boom under power 
* Smooth, fast, lively swings with P&H 
“live roller circle” 


> ee s = 
Minneapolis Gas Company's 12%4-ton P&H truck crane stacking 41 
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e Rugged, 6 x 4 carrier—readily con- 
vertible to6 x6 


e PSH power box design—all parts 
running in oil 

¢ Hydraulic controls for smooth, fast 
operation 


There are other important advantages you should 
know about—advantages that explain why more 
P&H cranes are sold than any other truck cranes. 
Get these facts from your PxH dealer. Or write 
for complete information. 





HARNISCHFEGER 


Construction & Mining Division 
Milwaukee 46, Wisconsin 


P&H LINE: Crawler cranes 20 through 87%-ton capacity. Truck cranes 10 through 70-ton capacity. Crawler excavators 2 through 4 cu. yards. 





-foot lengths of 24-inch pipe. 





serves a very special 


x 
COLUMBIA 
SYSTEM 
* 

* 


Throughout its service territory—in Ohio, 


Pennsylvania, West Virginia, Kentucky, 


Virginia, Maryland and southern New 
York — natural gas continues to be the 


preferred fuel for home and industry. 


Columbia Gag 





part of I erst-seto: 


THE COLUMBIA 
SYSTEW IN 


COLUMBIA GAS SYSTEM SERVICE ORPOR 
COLUMBIA HYDROCARBON RP ORM 
120 EAST 41st STREET, NEW RK 11 


CHARLESTON GROUP: UNITED FUEL GAS COMPANY, 1700  acCOf 


AVENUE, S.E., CHARLESTON, WEST VIRGINIA. COLUMBUS G: UP: 
OHIO FUEL GAS COMPANY, 99 NORTH FRONT ST., COLUMBU 15, 0 


PITTSBURGH GROUP: THE MANUFACTURERS LIGHT AND } /AT Gf 


PANY, 800 UNION TRUST BLDG., PITTSBURGH 19, PA. 








